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Between 1978 and November 1983, the Urban Bevelopment Action

Grant {UDAG) Program provided $3 billion in grants to distressed com-
“munities for economic revitalization and neighborhood reclamation proj-

“ects- A small but increasing percentage of these projects has been com-

- pleted. Using a case study approach, GAO reviewed the actual invest-

ment, employment, and local tax results of 12 completed projects and .
“J - found that these projects exceeded investment expectations, came close |

. to meeting employmentexpectations, bat feli considerably short of realiz-
ing projected increases in local taxrevenues. The Department of Housing
and Urban Development’'s {HUD’s) information system, however; did not
provide complete information on the UDAG results realized from the 12
completed projects. ' : :

GAO also found that many of the most economically distressed small

+ cities did not participate in the program because they (1) were unfamiliar

with the program, (2) had insufficient city government capacityto plan a

UDAG project; and(3) had difficulties in obtaining adequate private sector

involvement. - ' . , ' T -
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To the Pre51dent of the Senate and the ' 1 S S 4
Speaker of the House ofggepresentatlves Sy P &

L2 M
‘ t

This report on theé Urban Development Actlon Grant Program

addresses three issues: -the accuracy of the Department of Housing

~and UrbaniDevelopment s information on the results of completed

prQJects,fthe part1c1pat10n of small cities in the program; and;

the reguirements. governlng moneys that| ‘recipient cities can

generate by 1oan1ng actlon grant funds to pr1vate deveiopers;

We performed our review to_ prov1de the Congress w1th 1ns1ght

into these 1 sues during the program S reauthorlzatlon Process.

‘This report ¢ pplements our xnterlm report of March 15, 1983
(GRO/ RCED~83~1126) .

copies of this report Wwill be sent toithe pirector, Office of

Management and Budget; approprlate House and. Senate commlttees--

~and the Secretary of Housxng and Urban Deveiopment.

Actlng Comptroiier Ge;eral
of the Unlted States

B ‘\‘
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The . Urban Deveiopment Actlon Grant (66&6)' .pro- -

v

gramy. 'red— by—the—ljepartment of—Housing-
and Urban Development (HUD), is- des1gned ‘to ‘stim-

ulate private investment ity severely distressed °

communities by providing. partlal funding for -eco- " ?53_

———— — 3 = i

nomic development proaects.,, Essentxally,. the

program provides funds to la dlstressed community,_

which grants:. or loans . thé* funds to,k a private
developer, thius 1mprov1ng the * feas1b111ty of

.
R

otherwise marglnal private sector economlc devel—

~opment proaects. ~ The developer,fin turn,; must’

prov1de at least $2.5 dollars in  private sector
financing for. ‘each dollar of | UDAG fuhds . 901ng

into a proaect _From initial program awards in

1978: through November 1983, selgcted commun1t1es

i'have received $3 billion #n: HDAG funds. .

;GAO's review of the HDAG program had three obaeég-

‘tives: (1) to examine the extent- to which: 12 =~

completed,i judgmentally ‘selected  ,projects. were
able. to meet their primary Lexpectat1ons and ;

determine how accurate HUD' s 1nformat10n das ~on ¢
the results - of - these projgcts, (2) to find outr

why many _of ‘the most. ecdnomically dIstressed ;

.small c1t1es have not participated in the pro— .
‘gram;. and (3) to review. the Sdequacy of. HUD's -

requirements_ governing the * repayment of UD? G,f

funds loaned _by: c1t1es to project develop

‘'since almost 90 percent of {all UDAG dollars spent

by the end of fiscald .yehr 1982 was- used > for
loans. (See ppP- 1 to. 4( p. 41, and app: I.)’ .

fe 1

A

HUD awards UD G funds to commun1t1es'&n a comf

pet1t1ve bas1s. 'In ‘deciding which of the

competing UDAG proJects to fund, HUD's pr1mary‘ h

criterion for selecting proaects,, with certain

minor exceptlons, .18 the gcomparative degree of

economic distress among the applicant

" communities. HUD also conS1ders ‘the extent to

which a proposed project weould be supported by

prtvate "and_ other public sector investments:

Other major factors in i:o;ect selectlon are the

S - GAO/RCED:éé’SS

Lo
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number of new permanent Jobs to be created, par—

ticularly . for persons of low-_  and. moderate-

income, and the amount of local government tax

w

revenues to be generated

?

Agprox1mately 1, 400 UDAG ' projects- were approved

between the program's start in»1978. and’ September

44%%442%—uﬁ%m2f—gﬁim%ﬁfﬁ@dei&mlﬁbﬁmiﬁfij¥JmBiﬁ

~1979,; one._ major 11m1tat10n ié that a

Yo

"GAO's findings for the 12 surveyed p

A UDAG
project is considered compiete when a final audit

being - complete as of, September 1982Z.

has been performed and HUD decides proj ct expec- .

tatioﬁé such.'as for 'jobs and:. taxes haveé been et
_best fax%h efforts- were made. 1nge7 most
,compieted pro;ects were approved . in |

pleted pr03ects ,would ) “not con t1tute a

representatlve sample of all approved irogects.

}
M1ndfu1 of this 11m1tat10ny GAO s int

to measure program impact, but rather to .review a

sample of 12 completed: projects from% Illinois;

e’Ohlo, and New York to ascertain whether jinitial

project expectations. were realized: GAO's -aim

was. to determine how" adequateiy HUD tnacks proj-

ect results in order to identify any problems in

this area before hundreds of addltional UDAG

prOJects are compieted. -(See PP. 5 andLB )
r

GAO' 3ects -are

prlmarxiy ba§@d on drantees' f1nanc1algand inde-
e, devel-

pendent audit reports and,; where possib

opers' payroll registers and local tax assessors“

recorda. “GAO found that:

—-The $66 8 m11110n in expected investments was

~ gurpassed by 29 percent, as $86 1 million was

realized. N1nety—f1ve percent of this invest-

ment 1ncrease is made up of prlwate invest-

-ments. The rema1n1ng increase is made up by

state, local,r and  other federa1 Investments.
(See pp. 7 .to 8:) :

‘-=Ninety-two percent of the new permaner t gobs

kexpected was realized (1;126 jobs .out |of .an

.expected - 1;218): in reviewing ' job expecta-

tlons, GAG‘S focus was ‘on. the number of _jobs

empioyment ga1n or loss for the -area. \(See'

pp: 8 to 11:) 7. e \
. " A . o - ¥ L3
. )

o 6, ) . \\ ’

1978 and
;review of

nt was not



- ==Ninety-one percent -5f° the low- and moderates . -
. g income jobs expected was realized (860 out of '
o : an expected 950. (See pp: 8 to 11:) :

—ZDOnly .35 .percent .of the expected local 'tax .
i} revenue increase was realized ($283,553 out of

an expected $817;212): .(See pp. 11 to 13.)

HUD's information system

*& does not fully report the =
. Tesults of surveyed projects - ;

, - ~ ,, ~ o o e 7
The actual results for the 12 projects surveyed
_ differed substantially from the figures found in
HUD's = information. syStem. The following ‘chart
illustrates the differences. A

- A - ' Realized per
Project : Realized per HUD information

' expectations . . GAO review. system
N : 7 G | ‘l‘fff,“
' “'Investments $86 million . $47 million

v
°

New permanent . . ¢ 7 o
“Jobs o 126 0 .. 1,088 3

| . Low= and moderate- ) - SR
; © " income jobs 860 : 464 -

Local tax revenue o
" increases $ 284,000 . ~ $167;000

. . _.by the fact that HUD's information system relies®
solely: on . grantee quarterly reports, whicly” are

These differences are accounted for in large part

C  assumed to accurately reflect combined py
results. ‘Other available grantee reports afre not

, : . Used ‘although they may contain more complete’ =
. . information. For instance; on one project, nggs; .
: information system showed that no private invégt- "
~ ment was made; yet the grantee provided HUD with . "~
o mee—--g-financial status report -showing $29 mill ion in \
' private investments. _This figure . was also

reported by a final audit ~report. Before‘GAo\\v///‘\

brought this and other similar examples to HUD's \l

o attention, HUD officials were unaware that other

' available project documents could contain more
complete information. . : ' R g
Although only a few UDAG projects have reached

. completion to date, corrective action is needed

now to ensure that complete information will be

-

»|
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available for the almost 2,000 UDAG projects.
approved through_ fiscal year 1983 that are not

et complete. GAO recommends that the Secretary

of* HUD direct the UDAG 1nformat10n system to use
addltlonal, available grantee reports on proaect

results. ‘(See pp. 13 to 18.) . .

MANY SMALL CITIES\ARE UNAWARE

< B

i

. Legislation provides that no less,

- major reasons: - (1) Tack of knowledge about UDAG,

HéVE:DIEEICULTEMARPLYINé

-

of each year's UDAG appropriatfon be ‘used _for
awards to small cities (general

defined as c1t—

y.000):  Howevér;

ies 'with populatlons dnder 5

~from the. programis - beginning in_ 1978 through.

fiscal: year ” 1982/ the amount of UDAG awards to

small cxties "consistently. fell  short of ‘this

mark. By the end of fiscal year 1982; about-

“$142 million in upused UDAG funds ' for small

cities had accumulated.

‘

Piscal year 1983 saw a significant® increase in

the amount of small city awards.” The 25,péICEht

v1ous years -was reduced to $75 mllllon. The--
' Congress; however, has 1nd1cated concern ,about

the ability ofasmall cities to- partlclpate in ‘the
program. The recently -enacted Housing. and

Urban-Rural Recovery Act of 1983 authorLzes funds’

for technical’ assistance to help increase small’

c1t1es' .participation in the. program durxng

f1scal years 19é4, 198§, and 1986.‘

cities - part:cxpate in thé' UDAG . program, _GAO
interviewed a statistical  sample of _ -officials-
‘from 125 small cities that had not applied for a
grant or had applied without success. Each of -
these cities was rated by HUD ‘as having severe
economic distress as measured by the sage of 1ts

hous1n§/stock, the degree of its poverty, and the.

decline in its ‘population growth.. Selectlon was

made from the 661 iost d1stressed cities” because

the pr1mary leglslatlve criterion for selecting a .
small c1ty for a UDAG award ‘is the degree of 1ts
'econom1c alstress.' '

[ T L T it

-

From these 1nterv1ew results, GAO concluded that

small cities' low participation was due to three

[; _h.' iv 8§

than. 25 percent

-

s



(2) insufficient staff or technical expertise to

prepare a-viable UDAG application, and (3) diffi-
culties in obtaining _adequate_ private ~sector
involvement and financing. To®pull together a

. 1 e

cated that they neéd ohe or more of the follow-

and a streamlined application process. (See pp.

20 to 33.) | - - e

sound UDAG application, most city officials indi- .

ings program .information, technical assistance,

L.

At presgnt,iﬁuﬁ_iacks”éﬂééﬁﬁféﬁéﬁéiﬁé package of

materials ‘that would help acguaint small cities. :

W3 - e —

‘assistance, some cities have benefited from tech-.
nical assistance provided by HUD or its contrac-.

tors.  HUD has not, however, .developed,nationwide’

.| gdidelines for determining which cities should be
provided with technical assistance.: And although

"HUD has revised -the ' UDAG appligation’ form, it

~remains complex:- . Both. small and metropolitah

cities are.required to use the Same form .even
though, as one HUD study noted, UDAG awards have. *
ranged from $35 thousand ‘(a small city project)

to $30 million (a métrbpblitan.¢ity'project)2

GAO'believes that it is consistent with -the pro~
gram's recent legislation for HUD to take ‘action

>

to inform small cities of the program's existence.

and to provide technical assistance funds to help

small ocities develop competitive  applications.

GAO _recommends that the® Secretary ~ of = HUD

(1) develop a plan aimed at helping -small cities

participate in the program by establishing goals

and criteria for selecting them to receive tech- .

nical assistance;

ihformatiog;mﬁpgfiéij and_ (3) develop and test a
separate, streamlined application form for use by

small citieS. . GAO believes that 'a .plan for

technical assistance to small cities is particu-

larly important in view of the recently.fenacted
Housing and Urban-Rutral Recovery AcCt of 1983}

HUD to -use up to $2.5 million of yearly UDAG

(2) develop . compréhensive UDAG

appropriations for ‘technicdl assistance to help.

small cities compete for UDAG :funds. Such a plan

would assist HUD in making "decidions  about the

.
c

-/

. technical ., assistance - efforts-. with: current-
'féﬁfdrt§7f*{8§etpp3w33%t0~37;%wv-r“ra o

with thé program.. With regard to technical:

" mentioned earlier,' which allows the Secretary of -

‘use of. fhese. funds and the coordination of new

Ty
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~_ON UDAG REPAYMENTS ~  “« L.

Cities rece1v1ng UDAG..funds frequently convey
them to a private develdgper in .the form of a

7 ‘ loan, rather than a grant. As a result, depend-
. © . ing on the project, thousands to millions of .

dollars will be repaid on individ#al UDAG proj-

ects. For, exam le,; the: loan repayménts (1nc1ud—

uxg:mtenest)_ 41 _New—_York—and— MLchlgzm_prog—;

s : . ‘ects GAO reviewed will “total $106 million .over

repayment perlods ranging from 1 to 50 years.
(see pp< 40 to 44.) .;77 :

. _ The standari!UBAb grant agreement prov1des that a:
\ city can us repayments for other coﬁmunlty and

economic development- -activities if hey are
. received after UDAG funds have been completely
spent op_ a project.* But if repayments start

-. earlier, the grant agreement provides that these
. early repayments should be used to reduce  .the

{1

r amount of addltlonal UDAG funds authorized by HUB ;

and needed 'to  complete ~the project. .
‘;requirementg,' however,’ do not _reflect
intent. " The intent, which- wa§' expresged.
negotlatlons with cities and other participa

partles, wag ,that cities use repayment]

L

. %
-

=== -y _ el S

o . ensure this intent is fulfilled, HUD: has ‘given

some cities exemptlons to the requ1rements on _a’

.+ - " case-by-case basis in order ‘that early project

. Yepayments would not have to be msed to  reduce

& the UDAG funds ‘granted.’ There is ncigolicy on
when such: exemptions should be given and not all
projects. .have - received | ‘these _exemptions:

- Although HUD has~been aware of this 51tuat10n for

-over . a year, a policy has not been developed:

*GRO recommends that the Sécretary of HUD developj'

-and issue pollcy' gu1dance deflnlng ‘the circum- .

'.,2;‘“ . stances_unger wh1c c1t1es should be able to use

PR early UDAG repaymel . (See pp. 44 to 48.)
AGENCY COMMENTS- AND )

. } OJS EVALUATION* _“

< ;'HUD ‘Plans. to take actlons that will be respon51ve

"*"%‘*’?”’”'tO“ several of --GAO" s recommendatlons. . These

. actio s will result in (“) the use of additional;

‘‘grantee reports on.project results, (2) the pub- -

Iication of new program 1nformat10nalﬁmater1als,

S . and’ {3) the 1ssuance of policy guidance on UDAG
' ) ' repayments.  HUD; however; did not agree with




vAtechnlcal
" responded, that a:-number of additional efforts are

i . e .
v
. . . - ’ .
“u-, . H 1. -

GAO s recommendatlon to develop an outreach plan:;

a351stance -ta

being taken ko ,fﬁrther its: oui:réééh and technicail

n efforts * for small -cdéties; and: ‘it

asgistance - catl
believes these effonts have - already begun to pro-

ducé results. These efforts inciude, for é&xam-.

‘small 'c1t1es.' +HUD’

LN}

L TN

[V

4

contracts and- senqlng out 1nformatxon o small

cities.

mended plan is not called  for - at this time..

- Also, HUD stated that xt ‘does not believe that g

ugseparate, streamlined appilcation form for small

cities is needed-_xt noted, that' a new, shorter

appllcatlon form is betng sed;

7 additional
together with thé"reééhtly enacted' legislation

providing .up to $2i5. million. for Small :city tech-

GAO belxeves, that HUB"

nical assttance,'make it even more important. for &

HUD to- establish a 'plan which would~ set priof-

‘ities, and guide and coordinate the various small

efforts,;

city efforts conducted by HUD headquarters, field

offices; and contractors, GAQ also bel;evegfghat

D should examine . how the {curtent appl}ggtlon
fOFm - can be streamlined, since GAO's |1n§grv1ews
- with city off1c1als disclosed that the applica-
tion process.wds-a significant probiem for . them.

—— i

(See -pp. 18, 37, and 48, and app. VIIi ) B
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i
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5 under
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‘and Urban Development

ABBREVIATIONS B

Department of Hous1ng and Urban Developmeht

,—..-"_ .

0ff1ce of Management and Budget

Urban Development Actxon Grant
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hood reclamatlon progects. ' . ->

distressed communities. The program was established through the

'Housing and Community Development Act of 1977 (Public Law -

- 95-128), which authorized the Secretary of the Department of

Hous1ng and Urban Deveiopment (HUD) to make grants to severely

in d1stressed communities resultlng from such factors as decay-
ing or inadequate infrastructure or high land clearancé costs.
) Communities receiving UDAG funds can help bridge the gap
for private developers by providing.:them with a grant or, more.
commonly, a.loan originating from UDAG_funds. For each UDAG

' projeéct dollar, HUD redguires at least:$2.5 dollars of private

investment. UDAGS can be used for a wide variety of 1ndustr1ai

.commetrcial, and ne1ghborhood proaects. Recently funded ;proj-
“‘ects include thé expansion of 1ndustr1al plants, the purchase of.

manufacturlng equipment, hotel renovations, shopping center

development, hospltal and office building construction, and

" low- and moderate—lncome hous1ng.. By November 1983, commun1t1es

ects.  The Congress has authorized .$440 million in UBAG funds

for ‘each of the f1scal years 1984 1985, and 1386——wh1ch is the

ELIGIBLE COMMUNITIES

%€ B B _ oLl oL S _ .
Any community is éligiblé to apply for a UDAG as long,as it

~-—has met the minimum criteria for econom1c d1stress, which
1ncludes its poverty level, 1ag in populatlon growth, and
age of housing and

”f—fhas demonstrated resulEs in prov1d1ng housing for low-

and moderate—lncome persons -and . In ‘providing equal oppor-

. — — A I W

income persons and ‘members of m1nor1ty groups.

77777777 There are three categories of eligible. commnnxtxesi dis- _
tressed metropoiltan c1t1es and urban count1es, diStressed small

communities containing areas with pockets_of poverty. UDAGs are
awarded quarterly on a competitive basis; with separate funding

[ N



rounds for metropolitan cities or urban counties and small
cities. I a '

By statute; at least 25 pércent of all funds appropriated
for the UDAG program must be used for small cities. Up to 20

percent may be awarded to nondistressed communities_containing
areas with pockets of poverty. _The balance is available for

distressed metropolitan cities and urban counties. :
B fhitial UDAG eligibility by metropolitan cities and urban,
couhties was addressed in our report Criteria for participation

(CED-80-80, Mar. 20, 1980)-.

in the-Urban Development Action Grant Program Sliould Be Refined

PROJECT SELECTION

Ao o o

HUD awards UDAG funds on’ a competitive basis to communities

to undertake certain activities that improve the feasibility of
otherwise marginal private sector economic development proj-
ects. Except for grants to communities containing pockets of
poverty, the primary criterion for selection is the comparative
degree of economic distress aiiong the applicant communities:

Other selection factors inclyde the results expected from a

project. There are three major results associated with UDAG
projects: new private and non-UDAG public investment; new per—.

manent jobs; and increases in local taxes or payments in lieiJBE
taxes. : T . :

A community sends its application to the local HUD area

office for preliminary review.' The application is also o
reviewed by the particular HUD regional office to which the area
office reports. Both of these field offices send recommenda-
tions on the merits of a proposed project to the Office of. UDAG

at HUD headguarters. Based on further analysis by the UDAG

headguarters staff and the recommendations .of the UDAG program's
director, the Secretary of HUD selects the projects, to be
funded. No UDAG funds can be used; however, until a grant
agreement #s signed,; which-establishes a contract between the
city and HUD and sets forth the terms and conditions of the
approved project.’ After this grant agreement is executed; HUD

field offices have iéspbhéibility,for,monit¢ringL§§é performance

of the community and .other participants in the project:

problems with the UDAG selection process have been recog-

nized in our previous reviews. 'We have issued a repprt dealing
with this issue: Improvements Needed in Selecting and _.Process-
ing Urban Devélopiient Action Grants (CED-79-64, Mar.- 30, 1979).
We also testified on this issue before the Subcommlittee '

Al

itate in 1983, HUD reorganized its field operations. Area
offices are now referred to as Category A field offices.

i
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on Intergovernmental -Relations and Human Resources, House - -
Committee on Government Operations (May 23; 1979)..

OBJECTIVES; SCOPE, AND METHODOLOGY.

, our overall ob3ect1ve in this: rev1ew was to prov1de 1ns1ght
into major UDAG issues during the program's reauthorization
process. ' Consequently, we issued an interim. report on March 15,
1933,2 This present report is intended to supplement our -~
‘earlier effort by informing the Congress on, three central UDAG

"issues:

" -=To. what extent have sampled completed progects realized
their expectatlons and how accurate has HUD's information

been on the results of these projects?

——Why have many potentIally eligible, very d1stressed small

cities not applied for UDAG funds and why have some

applicant small cities not been successful?

~~HOW adequate are HUD's requxrements governxng the repay-

ment_of UDAG funds loaned by rec1p1ent cities to prxvate
developers?

. our rev1ew was made in accordance w1th generally accepted
’ﬁovernment auditing standards. We rev1ewed applicable legisla-
tion and~HUD regulations, pol1c1es, and procedures. We also

‘reviewed UDAG research reports; audit reports, and evaluations.

We decided to collect data on the maaor results of com-
pleted projects because the previous studies we reviewed gener-

'ally made estimates on UDAG results expected to be real1zed7by

projects that were not yet complete..,A UDAG project is consid-

ered complete when a final audit has been completed and HUD de-

cides that expectations-such as jobs and taxes have been met or

best efforts were made:. When we made -our selection in September

1982, only 66 UDAG projects had been classified by HUD as com-

plete:. We reviewed 12 (18 percent) of these completed UDAG
projects. (See app. I for details.) For the completed projects
selected; we reviewed each.project's appllcatlon, grant agree-
ment; and any amendments to determine the primary results
expected. Thereafter, we reviewed HUD and grantee monitoring
and'reporting documents, independent audit reports, and where_
possible,;, payroll records and tax.receipts to determine actual
UDAG :results. We also held discusSions with HUD officials, the
grantee, and the participating party (usually a developer) to
d1scuss the primary expectations and resiilts.

Rinferim Repc CAO S U ment Ac
Grantggrogram ( GAO/ RCED~ 83—126)

-
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~_ To determine why small city participation®in UDAG has been
relatively low, we Statistically sampled and conducted telephone
interviews with the most economically distressed of the small
cities potentially eligible for UDAG funding in 1982. The most
distressed cities were chosen because, 'as noted above;: the pri-

m§g271§91§155i§§7éfitéfibh_fbrfééléCting a small city for a UDAG
award is the degree of its-.economic distress, :Our findings ‘\\

apply to 553 of the most distressed small cities that had never'

applied for UDAG funds and 33 additional such cities-that have \

'gpplied:6ﬁéﬁééésSfully.'f(Séé1app.;l,ﬁgiaéggéi;é:)-pWe also - e

gathered and analyzed information on appljcation and funding

patterns . QP tion sizes. 1In
addition; we met with principal UDAG offict

patterns according to various small city

pu
add: UDAG officizts, including the
UDAG office's seven Senior Development Directors; to discuss.

their’ perceptions about small city participation and what can be

' done to increase it.

To obtain information on the repayment of UDAG funds loaned

.to developers by recipient cities; we reviewed 12 Michigan and - .
29 New York prOjects:7W(S§gﬁ5§bE i for details.)” For each proj-
ect, we (1).reviewed the .applicatior; grant agreement,’and any
amendments to it to determine the type and amount of repayment . .
provided for, (2) discussed UDAG repayments issues:with HUD and -
fhe grantee (city) officia}ls, and (3) réviewed the grantee's use
or planned use of UDAG repayments. - We reviewed applicable
legislation and HUD regulations, policies, and procedures to
determine whether they were clear and consistent :regarding "UDAG

repayments. Also, we calculated the present value of UDAG .
dollars to be repaid.

. T
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> MORE ACCURATE INFORMATION NEEDED ON e L

' THE RESULTS OF COMPLETED UDAG PROJECTS

el

S : N ) ) I j B
The overall purpose of the UDAG program is to stimulate

T

. economic development in Severely distresged cities:1 1In decid- j ;'

ing which of the competing UDAG applications to fund, HUD's pri-
mary criterion for selection (except for grants to communities

containing pockets of poverty) is the comparative economic. dis- -

tress among the applicant communities. . HUD..also considers:- the

N utaliap fln ===

and other public sector invWestment. Other major factors in proj-
ect selection are thé number of new permanent jobg, to be dreated, .
particularly for persons of low- and moderate-income, and. the '
amount of local government tax revenues to be generated. The
degree to which these investment, .job, and tax expectations are "'

actually realized ;é the principal measure by which to judge the
UDAG program's success. . » : ’ .
. _Although thete are difficulties in determining UDAG project

results, we used a caseggﬁudyfapgroaCh.Eéfféﬁiéﬁ'12;égmplétéa

. UDAG_projects -in order to measure the actual amount of investment’
Sofvin thééé,projécts;ialcnyfwithftgg;ggﬁﬁéf of jobs created _and the
" amount of taxes generated. We found that the 12 reviewed proj-
ects exceeded investment expectations; came ;closé to meeting job

expectations2, but fell considerably short of realizing

projected increases in local taxes: s
When we compared our audit results with the completed proj-

. ect .data in HUD's information :system, we found that HUD's system

,gcaidgﬁogjprévide accurate’ information on either project expecta-

" tions or results for a variety of reasons. .Although this infor-"
. mation problem is mitigated by the fact that few UDAG projects
' | have reached completion; corrective action is needed now to
ensure that reliable information will be available for the well
over a thousand approved UDAG projects not yet complete. This

_information will be needed to determine the program's actual
fesults and to determine compliance with the legislative intent;

purpose; and goals of the program.
. L3

\ : . .,

IThroughout this report, ‘the term "cities" includes urban |

counties, Indian tribes,} Guam, and the virgin Islands.

v . Ta e

extent to which a proposedygpoaect would be supported by private .’




L FDIFFICULTIES IN ASSESSING
N TﬁﬁlﬂﬁﬁeleﬁosﬂﬁmlslgcTHAL IMPACT

-

In the past, HUD. has made attempts to pred1ct the 1mpact of

‘1nformat10n.

L - Certa1n inherent evaluatlon problems make a UDAG assessment
i ~”d1ff1cult. For example, one of . the program's-main dims is to

create new permanent jobs,\but it can be. very . dlfflcult to deter-
mine; whether 3obs created by UDAG projects actually represent a
.net.: 1ncrease in employment or: whether employment is to.§ome

extent s1mply being shifted from one bu51ness or area.to

another.- Similar difficulties arise in .trying to -assess the

',extent to which a project has genuinely brought -about. private

lnvestment that-would not otherwise have been made in the dis-

P S o P == -

tressed communlty. ‘The €ongress recognxzed this issue in

o December51 79 and passed a- legxslatxve amendment requirtng the

Secretary: df HUD to condition grant awards .on; the Secretary's

determination that there was a strong probahlllty that the non- .

;-federal 1nvestment would not be made thhout UBAG funds and tha

. funds. S B :

. The most 1mmed1ate problem, though 1n assesélng the UDAG_
‘aprogram s’ impact -stems from the fact that only a few projects | ,
-have been certified by HUD as being_ complete. When we made our. °
_sample selection. on September 9, 1982, 66 out of approximatel :
1;400 approved prOJects had been sa cert1f1ed.'*Slnce tost o
completed projects wére _approved durlng the early years of the
program ‘in 1978 and 1979, they. do not constitute a representrtlve
sample of &all the approved proaects.w Consequently, an audit/-of

all-or somevof;:hese 66 . progectsfwould not répresent a valid

“‘assessment of how well the.UDAG program ‘as ‘a whole.was actu, 11y”
- meeting its expectatlons. In addltlon, a review of 1978 and 1979
‘. projects would not be of, value in assessing ‘the effectlveness of

" the leg1slat1ve amendment notéd above..' o .

A

f } - M1ndfu of ‘these" lrmxtatrons, our 1ntent -was:. not to° m'asure ..

program impacf; but rather to review a sample of completed“pro;—

" ects. to ascertaxn whether "initial project expectatlons were ',ti
realéfed We also wanted to detérming how. adequately HUD7tracks )

proj ot resuhts in order to- 1dent1fy‘any problems in‘'this areaf

befo hundreds of: add1t10nal UﬁAG progects are compléted

’s PR .
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TWELVE SURVEYED PROJECTS GENERALLY . ”. : I .ﬁ

K

i%fAND*JOBS, Uz NOT*FOR LOCAL TAXES i”;” 1

'We seleJted 12 COmpleted UDAG progects from IllanlS, Ohxo,

'_and New .York, as case stud1es. The pro;ects fell 1nto three

I
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categories.; Seven invoived the creation or expansion of an . -

industrial site. Eogr,werercommerc1al projects,; three of which
were for hotel or- hotei-related construetion. The 12th was:a

ne1ghborhood development pro;ect desxgned to provide rental

hous1ng unIts. : RTRTRS

grantee financxal and independent aud1t reports and, where pos=
"sible; deveioper payroll reglsters and local tax assessors'

records. We found that-

——The prlvate and._ other publlc 1nvestment exceeded expecta—"
tions for all 12 projects. : , .

——N1ne of 11 proaects exceeded or substantlally met the num= -
ber of new permanent jobs ‘and low- and moderate—income

‘ jobs anticipated3. The two remaining projects fell short

of expectations. The 12th project reallzed only temporary

construction jobs since it was.a houslng prOJect that
provlded no - permanent jobs.

==Taxes reallzed fell short of what was estimated. Only 5

of the 12 projects met or exceeded local tax revenue
expectatlons.‘

i It should be reemphas1zed that these f1nd1ngs,bwh1ch are pre—
- sented in more .detail in. the follow1ng sectlons, apply only to

' the 12 projects we revxewed

.

lhvestmenttexpectatlons exceeded
byttheslz,surveyed pro;ects .

: The UDAG ptogram“relles extens1vely on prlvate sector fund—

"ing. - For any given projelt, HUD currently reguires a minimum of
$2.50 of private money for each dollar of UDAG funding proposed-.

Additional funds to support a UDAG ‘project can come from' local
and state governments -and certa1n ‘other federal .programs. :

. our review of 12 completed UDAG projects Indxcated that the

- grant agreements. for these pro;ects provided for a total expected:

investment of $66.8 million. This figure was surpassed by 29 .

.percent;, as $86. 1.million was reallzed* Nlnety—fxve percent of
thlS 1nvestment 1ncrease ‘is made up of prtvate 1nvestments., The

1nvestments, as the foiiowxng tab1e shows.

3Cons;stent w1th HUD s def1n1tlon, a new permanent 3ob is one
“greated- as a result of the . project. One job is considered to - -

.represent one person working a standard work week, generally 40
hours. & low/moderate income jOb is defined as one in .which the

individual earns less than 80 percent of the medlan income of
‘the area: . L e . -

'Ky




.Tabié 1

- , ' C. ' Eomparlson ofAExpected and Actual
: : inyestments for 12" UDAG Projects
777777777777 , ‘ Expected Reallzed :
.lnvestment - . at grant at project = S
source . agreement®  completionP ' pifference.
UPAG - . $ 9,724,255 §$.9,724,028 $ _ __{231)
Private _ '56 354,365 74,641,228 * 18,286,863
Other. federal 631 880 . ©.757,769 . 125,889
State. - R __0 © - 813,500 813,500 )
Local . I ' — 129 000 . : 2075491 78,391
Total  $66,839,500 $86,144,012 $19 304,512

o 7 o e s
aGrant agreement-amendments'were recognized: .

bInvestment determlnatlons were prxmarxly based on grantee

f1nanc1al and 1ndependent audlt reports.

Naturally, Inflatlon %as'a factor In‘dontributing to

' increases in project 1nvestments. ' But since the documentation.

'for these early-year projects did not indicate whether or.to -what

extent inflation. was cons1dered, an accurate assessment of the

 inflationary effects-is not possible. Reasons city officials and

developers cited for 1ncreased 1nvestments included the . v
ao followxng. , : : o

'——Slx pro;ects 1ncreased in stope. .

mod1f1catlons. , Do oo » {'

Of the rema1n1ng three projects, two received add1tlonal state

and local funds that were not provided for in the ‘grant agree— o

“ment. The 12th project exceeded tnvestment expectatlons by leséé

" than $4 000% 5

-

. ; .
"""" . i ’ .

‘base of the city._ Specifically, HUD presently considers whether -
a project compared with other proaectS‘belng reviewed 1ncludes

the expected impact of the proposed proaect on. the employment

--a greater number of new permanent jObS,

.

ey




"——aigreater percentage of .new permanent-*h's acces51b1e to -
lower income: persons and m1nor1t1es,'and . IRy
¢ : ‘ :
L -—-a greater percentage of jObS for persons eligible Under
the Comprehens1ve Employment and Training act:4 ;

fjHUD also con51ders constructlon jobs and the retentlon of ex1st—

””1ng ibbs but givés them less weight 1n project selectlon than the
‘-creatlon of new permanent 3obs. e : . - B

In the’ program s early years (1978 and 1979), HUD on1y

. requested cities to provide. information on the.following types of

'-permanent new jobs: ,(1) the total number of pérmanent, jobs to. be

- created and (2) the number of thesé that were low- and moderate-.

income 3obs.7 Since the completed progects we reviewed. were all

approved in' 1978 and 1979, our review could only address these

early employment factors, which did not specifically note jobs

for minorities or persons eilglbie under the ComprehenS1veA

.Employment Tra1n1ng Act. _ : 7 L

779; Eheflg*compieted UBAG pro;ects we rev1ewed, 1 was a - .
”hous1ng pro;ect wh1ch provided no permanent jobs. N1ne of the

'employment expectations, Spec1f1cs regardlng expected and actgal

new permanent :jobs and low- and ‘moderate-income 3obs at. prOJect

'compietlon are shown 1n the follow1ng table..

4Ellglble persons ‘are defined by HUD as those ho are structur—

ally unemployed, underemployed, or from low- and moderate—lncome
households. .

-
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\ - . Table 2 T : : = :
’ Lompanison—of Expected and Actual.New Permanent - : ) % » R
——— DT s ¥ T - - e .- P T o — - oo -
;" and Low~—and Moderate~lncome Jobs for 11-UDAG Projects ° ) ;
S ———New permanent jobs — .- Low/moderate income jobs . -
* ) Expected = Realized .. Expected . “Realized oL
: Project. ~ - at granf B a*r projecf Percenf _ - at grant _ af proJecf Percenf'"--:u; .
escription P mer b realpzeg, | agreemen d Y5
Ballbearing plant 62 .93 - . a0 - . 56 55 - o 98
- Tool plant ’ 22 ¢ 31 0 s141 . 0 : Y | 7 R )
‘Shopplng center: . T L . o ~
_ expansion o, .8 T 138 125.%
Motel complex LTzt 233 T 9z T
Hotel (400 units) -~ 302 - 319 - . 106 , ‘8. ¢
Biscuit plant 40 42 T 105 10 '
Hotel (162 unlts) . 1459 150 103 905; :
Roofing pla +t 163 167 102 . 108 :
Factory baf ldlng 170 . . 146, .. 86 % S 9;';’ o
Generator plant o 80 = 0° S0 o IR "'3’"‘\'%
Auto Eé;ﬁﬁonenf : ‘ i " B - . SR
plantft - ~ 200 © _ 13 - - &7 83 - 21 ~" 0 33 <
) : —_ & —_— . —_. -_ N
3 o R [ Tl el i '
: Total 1;218 . 1126 . 92 T 950, .. 860 o9 S
' | ===z== szmk= 7 o ozmez . p——_— oo o
A - L ', - - ° N
N o ¢ , - . L
3Grant agreement amendments were recognized, *
L bParf-ﬂm jobs were translated Info Ful I-ﬂme equlvalenf Jobs. Job defermlnaﬂons wéi"é )
based on granfee-provlded ‘information and ‘traced b'y us to deveroper s payrol | records ) ; -
_where posslble. : B ' o7
CRepresenfs full-—ﬂme%equlvale’nf Jobs we compufed as orl'g'lh"ail granfee Inforfnaﬂon ’ - :
receiged 'by HUD nofed some employmenf would be par*r-ﬂme. R TR R :
. Sy ' : R P '
dSinCe fhe granf agreemenf dld.nof HéiﬁiZe expecfed Jobs, employmenf lnformaﬂon speclﬂed s H
R . in'fhe appllcaﬂon was used Insfead. e : . ) .
_eln Sepfeméer i§§6 fhis planf closed aﬁ& all bé;ééﬁhéi (36) were formlnafed.' HBD classl-
. flé§7jﬁg EfoJ?cjigs complata in Augus+ 1981, as the amploymenf goal‘Could no loﬁgér be
expecfed to be mets | & , ; ' _ R ;
o . ‘o .o ( B ;,' , ) . /
fMos? Jobs wgr_e_npj_expecnad Yo be’ reallzad ontil severa] years after HUD had classitied ] g
the project as complefe. The employmenf flgures presented represent ffose axpecj'ed and
i realized at the ﬂme of’ our audH vork, ‘whlch was 2 ygars affer proJecf compleﬂon. .. . .
; "‘ . D A : o ; .
. 7 . i 7 RS
vv-—;; , . ) b4 " .
LY . .
‘“/ ' N . ; /
- i 4 -
] . * \ . ;‘1i .
ST : - 23 N v
N h lD . . ] L
a ,
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“Nine proaects exceeded or substantlally et expecﬁatlons for .

and city off1c1als were the followxhg-

) ~-The. developer was conservattve in est1mat1ng the
o employment 1mpact : : 5”;( - <

v B B A ~

jObS than expected. 7 : S ‘x,.

==A greater—than—expected volume of bu51ness 1ncreased

.

: Fox the last two pro;ects ‘that dld not meet jOb expecta-

'a variety of reaSOné. 'Among the reasons mentloasd by developers o

fi *' ) employment. o . , T 2 ; SRR S

tions, one terminated operations. beéfore. HUD classified the prog-fx

_ect as compﬁete. The second project was. planned ‘£o create 300

jobs, within 4 years after HUD classified .the project as com=— “ ., - . ..

: " plete. At the time of our audlt work, 200 of ‘these jpbswere

"expected . and ‘134 :were. realized. 'Thg developer attrIbuted the ﬂ'
shortfall in’ part to econom1c conditlons. C AN . :

W~ L
" . LI ~ C.
..

o

o _BAs prev1ously mentloned of the 1gipr03ects we rev1ewed 17 %
i .- was a housxng project that created no new permanent jobs. The ...

. number of temporary construction joRs, that werelrealized fell,
short of expectations apparently because. fewer: houslng units' were

Lo built than orlflnally planned. This shortfall was due. to thq

“fack that. the jsite proved: unsuitable for the original number oftj
- planned hou51ng units and could onlx accommodate a reduced

- ‘numberi - . IR s P
‘. . - i - :- - , v . i ' .;.' .

Faxes. fell short of ezpectatlons -3 . y .
~£qr the 12 surveyed projects - ‘ﬁ,,’ Col T :

[

ra

-

= A UDAG progectﬁ;sfexpected to increase a- c1ty7s7ta§:ﬁ§§e;‘
Ns review of a proposed project includes considerat, on ‘of the -

" annual local increase in real estaté taxes, other taxes; and pay-

‘ “ments -in lieu of taxes as a.result of "the ‘proposed project.: In

' selécting projects for fundjng, HUD considers’whether a project

L

‘will generate’a‘greater amount-of. et mew annual tax revenaes in *

relat1on to Ehé UﬂAG funds requested than other prOJects.a

7The 12 projects wé-rev1ewed reallzed overall ancreases in

gbﬂl' local tax revenues of $283, 553, However; this figure'falls con=
RN ".siderably . short;of the_ anticipated $817; 212 Increa%e. Table. 3
T ghowss hhfs—inf matlon in more de ail-' - AN RS ]
7\,‘ S . . - O .. : : ':34‘;
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. #ais s 4 -4
P . : - s 7’ o 7 C )
' S comparison of Expectedfand Actual Increases in -
Lot . . Local Tax Revenue§/for 12 UDAG Projects
- e vaaect : - ﬁxpectea at/. Realized at , Percent
' “descrlgtlon grant . agreemfnt?d gﬁoiect cdﬁplétlonbi' realized
Sl o _ 7 o IS
TbOl plant . $ __ 250/ S $ 1,200 _ , 480
Hotel: (162 udits) 36,000 . J .. 66,500 P - 185
Roofing plant = 59,590 . 76,533 . - 128
Ballbearlng : '-g& ’ S o
* : .~ 16,000 ~ 18,000 . 113
-18¢750 . . _18,750¢ - . X 100
z " | thaift;;;ﬁi . - : B )
: Lo expectatlons e » Lo S o
“o omet -~ . 130,590 .- 180,983 : $133
actory building 79,000 v 53,325 " 68
Shoppx g center e ' - -
. “expansion | 16,140 57498 . 34
“Motel complex - % 50,000 7 11;759 ' 7 24
Housing project 30,240 s - 7:148 ' 24
Auto component - ' ‘ R PO
R plant - 72,100 8,006 o 11
- BiScuit Qlant 179,142 16,834 9%
. Hotel (400 units) 260,000 . -, -0 - T ¢
.-J,Total *
T ectations S S
ST . not met 686, 622 : 102’570 15
"-;_*_r'otai - $817,212 ¥ $283 553 3 35
agased on éféﬁt;éggeeﬁeﬁté7§ngi§ng7a@eg§gegt§ to them. In cases
where these documents contained no. estxmgtegfgf taxfgevenues to
’ .~ be’ generafed, we- 'used tax 1nformatxon specxfxed in the UDAG
appixcatxon.
y bBased on grantee. prov;ded documentatlon and our verlflcation of
\documentatlon obta1ned at the grantee's tax assessor's office,
RS Atﬁl o
‘clvséout (July '1981), however, the commltment‘on property . taxes
was con51dered met by HUD. = B , .
e /. .
7 N ’ v
( : ~ s
. ;';" !
’ . G ) 25 Zj : o
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As table 3  shows, five projects met or exceeded expecta—
tions. De%elopers and city: off1c1als accounted for th1s in part

with the followxng reasons: E o i‘

-

ment 1ncreased, consequently, tax revenue generated ,;_“

‘ c1ty. : Dy L : A -

, Sk , : : N
-=A greater-than-expected assessment resulted 1n an. 1ncrease-':
in tax revenues generated.

-._1

of the seven pro;ects that &id not‘reallze éxpected taxes,

the 400-unit hotel prOject accounted for almost. half of the
. shortfall. This project's grant’ agreement calléd for a payment

" in .lieu of taxes of $260,000 based on the annual net cash flow: | _;m

generated by the prOJect.'fgccordxng ‘to a HUD area office repre-~ Do
sentative, no such cash flow has been reallzed For the remain- - 7Y
ing projects, the_ shgrtfa&l in tax revenue generated is due to a .
variety of reasons; some mentioneéd by developers and:city. offrajﬁ

. cials werg (1)  tax ﬁroﬁectxon ,,ere overest;matedfdgelto an

erroneous assumption that: th eas SR
project received a.5= yedrstax abatement, ‘and (3) orxglnal tax, y
estimates appeared rnaccurate because of changes xn the method Of;p""

tax computatxo

o # . . HUD recogn zed there was a problem in obtaxning rellabie;;f;“Ff_”

- estimatfs. of local tax increases expected ‘As -a.result, @ oo
‘revised 1983 UDAG: appllcatlon requlresl *among other thlngs, more
specific information for.estimating’ expected local “tax

- "increases; (See p. .33 for a further d1scussxon of the rev1sed
3appixcatlon ) - o L N ;l',i §

» {.Nom GENERALLY HAV,E,&()MELETE R VE - E
+ 'PROJECT DATA S S R N

For the 12 completed progects we rev1ewed, our f1ndxngs

fi ' -showed s1gn1ﬁ1cant differences. from HUD'S information system both

 for the primary goals expected. and what was actually reaiized.

The follOW1ng examples xllustrate some of’ these différences.

——HUD's Informatxon system 1nd1cates that a total tdbestment"'"

of $73:2 mitlion was expected,. but we. found a :total.

expected investment of $66.8 mlllth.i ane of :the

prOJQFts accounted for thlord1fference‘

- ~~HUD's 1nformat10n system 1nd1cate that 621 low= and
fmoderate—lncome jobs were expeated and 464 were reallzed.

. . L VoL T
I o S L R
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Es we ﬁound 950 such jObS expected atcthe time of our

'aud1t work; of .which 860 wéte realized. 1In other words,

-our f1nd1ngs show almost twice the number of low- and

'moderate income jobs realtzed compared to ﬁbp's informa-
tion system. ’ . .

'

——HUD«s 1nformat10n system 1nd1cates expected local tax

rev ?e 1ncreases of $2.9 mllllon, of which $167,000w(6

t) was reallzed. _Our review showed- dIfferences for

perc

all 12 projects,; ‘as. we found only $817,000.in expected
taxes, of whlch $284 066~(35ﬁpercent) was reaixzed.

for

the three major UDAG goal categorfes;

Table 4

ion system : ‘ GAO review
N Joeote Percent ™ ' R ] Percent
yReallzed reallzed Expected Realized realized

-

R
" R o Ehe W . o .
< e -
R K

T -——(thousands)---. - --—-(thousands)---

Private  $58;914 $35,812 . 61 $56,354 $74,641 132
. State/local, 2,069 . 778 « 38 - 129 1 021 -791 -
© ' Other S L T T . S
i federal 2,459 - 396 16" 632 758 120
UDAG .+ °_9,724\ _9;721 . 100 - : 9,724 _ _9,724 100
Total . $73,166 ).546,707 64 ~ $66,839 $86,144 129
. ;- B ’ '
Employment o \ .
’:._.:.‘”.—7 \— 7‘.777. . : :77 » o ; 7'7?y7 ) o 7
. .New/permanent 1,428 1,088 76 1,218 1,126 92
' Low/moderate 621 464 .75 950 860 91 .
4;4@a§eé- " S s ‘”: : . g o .
. ---(thousands)--- #: - ——={thousands)-=-- o
‘Lodal takes . $2, 924 5167 - 6 . $817 - .s284 35

Qpresented in its appixcatIon form, which includes goals expected

‘on': prIvate Investment, jObS, local taxes; and: somet1mes housing.

These expectations can,be refined and revised somewhat when the

forma1 grant agreement 1s ‘drawn up. The grant agreement estab—



A director in HUD'S Office of Management accounted for the

differences in GAO and HUD information on expectations by noting
that HUD's information system did not use grant agreement infor-
mation for the projects we reviewed. Rather,; he said HUD'S
information was based on application approval data: The director
stated it was not until 1982 that HUD's information system began
"recording employment and investment expectations provided for in
the ‘grant agreement. Further, he said a new tracking system is’
being developed for use in 1984, and this system should provide
full (tax, housing, investment, and employment) -expectation

-

information according to the grant agreement.

Our basis for project expectations was generally the grant

agreement. We also considered any grant agreement. amendments,
since they can officially change expectations, For instance, the
grant agreement for one project originally indicated $2.4 million
in private investment was expected: However, when one of two

‘developers withdrew from the project, the grant agreement was.

amended to decrease private funds expected to $1 million. Inb

‘contrast; HUD's information system continued to show $2.4 million
expected. : ' :

: ‘Reasons for differences between HUD's information-System and
our findings on goals realized could not always:be determined,
and when they could they proved to be of a-wide variety. First,

‘the differences are .accounted for in large part because HUD's
information system does not use all.available grantee reports.

Grantees report the results of projects in quarterly progress _

réports and in closeout and financial:status reports; but only{’
the progress report information ‘is used in HUD's information

'system ‘because this was assumed to accurately reflect project

- rPesultss« The .other two-:documerits are submitted when the con-

‘striuction or ‘rehabilitation ‘activities are complete and all UDAG

costs (with possible minor exceptions) have been incurred. iThe

financial status report contains UDAG, private, and other public ' :.

expenditure information. . The closeout status report contains

" information on' the number of Jjobs yet to be created; whether

all property has been assessed for tax purpoges, and other .

related information.: If these two documents were . used in HUD's
information system; the information on some projects' results .
,,,,,,,, N o

would be more accurate. For instance,; on one .project HUD

information system showed no private investment, yet the gr,,u

provided a financial status’report showing a private investment
of $29 million: This figure 'is also’ reported'by:us, as well as

similar examples to HUD'S attention, HUD: officials were unaware’
that other available project documents' contained more accurate ..
information: .. - ; RS . . At

by the final audit report. - Befor& we brought this and other

Second, HUD's information system does not always reflect the

\iétéét grantee guarterly progress report. For instance, we_ found

B P o oA a Rl B B i
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HUD' s 1nformatxon showed a prlvateglnvestment of $12 3 m1ll1on,

* or almost $9 million less. This HUD information as of May 1983
was ‘based on a quarterly progress report of March 31, 1982. The

next progress report (June 30, 1982) showed private investment of

$21.1 million.

777777 ?hlrd ‘Hup! s information system does not always,showrmoni—
toring information that HUD field offices obtained through site

visits. For instance; no low- and moderate-income jobs were
reported as realized on_one’ pr03ect by HUD's 1nformatlon system.

However,; a BUD field ‘office monitoring report indicated that 118
such jobs were realized. Based on employment information

provided by the developer, we determ1ned 128 jobs were reallzed.

Fourth HUD S 1nformat1on system does not always fully

report project results up to the time HUD considers the project

completes.. For example, HUD documents ‘for one pro;ect did not

show any increase'in local tax revenue, but an increase of about

$17, 000 had been paid according to the county tax assessor's

1nformat10n.” Likewise, on one project HUD reported a local tax

increase of $45 000, which was reported in a grantee's progress

ﬁ%ﬁ report. However, we found local taxes increased $66 500 by the

time HUD cons1dered the project complete.

Finally, HUD's 1nformat10n system does not fully reflect the

number of full-time. equxvalent jobs represented by part-time

jobs. For’ example, HUD's information showed that 36 new perma-

nent jObS were expected for one project reviewed. However, of

these 36 jobs,, 6 were full-time jobs and 20 were part-time

jobs.. We converted part-time jobs to full=time eguivalent 1obs

‘resuiting in 26 full-time jobs instead of the 36 jobs HUD

reported: = Beginning with projects approved._ in fiscal year 1983,

--howes 7 this conversion to- full t1me equ1valent jObS was
”routvpely be1ng done. . . - T
HUD NEEDS TO TAKE ADDITioNAL '
ACTION TO ENSURE UDAG
INFORMATION IS COMPLETE

We believe. that minor revisions to HUD's UBAG closeout pro--

oedures could help to ensure that ‘its information system more

completely portrays: UDAG expectations and results. Currently

the prodedures ass1gn respon51b111ty to HUB area offlces to

--review the grantee s flnanc;ai,status report and compare' :

it for accuracy 'and ‘consistency with the approved UDAG

budget, ‘HUD monitoring reports;:and other financial

documents and

I
-

_——rev1ew the grantee s closeout status report conta1n1ng

employment, tax, and reIated 1nformat10n tor accuracy: and

ELTETE IS 2 a2 il e m i eda e A i E i il oy




prog{ééériéﬁéfﬁsi,thé approved grahtf%éféé@éﬁt with any

amendments, and other appropriate documents.

The procedures also require that grantees submit annual reports
at the end of the fiscal year on the status of the project until

it is co?glete;s*awggoj§§ﬁ is considered complete when HUD deter-
mines al perfbgmagcgipgquiiéméhts sich asjobs and taxes are _
considered met or a best faith effort has been made and a final

audit has been performed. .

As previously mentioned, HUD'sS UDAG information system at

present either does not have information or has only partial
information on project expectations according to the grant agree-
ment or any amendmentS”td it: . If ‘grantee reporting forms, sich |,

‘as the closeout status report, were used by the information sys-

tem, this information on project expectations would still not be

complete: This is because the forms are not designed to provide_
a complete accounting of a projgct'Sjexpectatibhé.provided,gor,in

~ _the grant agreement.or amendment: For instance, such information
“for taxes or the type and number of jobs is either not on the

forms or not noted as a line item:

fn addition to expectation information, we believe the

closeout status report and annual report need to be reviged to
provide a full accouhting of project résults. For insta ce; both
reports éurréhtly”askfﬁogiinféfﬁatibh on the number of (1) new
bermanent jobs, (2) low/moderate income jobs, and (3) minority

jobs generated to date or-yet to be generated. The reporting

forms also ask for an explanation if there is a delay in generat-
 ing’ jobs. . These-forms; however, do not srequest any information
on thé number of: (1) existing jobs retained; (2) jobs for persons

eligible undgrfthegepmpféhéﬁéiVé Employment and Training Act, and
{3) temporary construction jobs. ABlso, there is no provision for
- explaining why a project may have surpassed or will not realize
expectations: -similarly, both: forms ask for the .number.of hous-

ing units completed to date. But there is 'no provision for.

explaining any deviations from what- was expected.. , -
. ; :

in reviewing 12 completed UDAG projects, we found that for

these projects privaté in?éégﬁéﬁﬁﬁéiééédéd,éxpectation§;7j9ps'

came close to éxpéctations;”bgt”qqﬁsidérébly,less taxes than
expected were realized. HUD's UDAG information system,. however;

does not provide accurate or complete information on the UDAG
results expected or realized from these completed projects:
Acclirate and complete information is needed to assess the UDAG.
program's actual results and determine compliance with the legis=

lative intent, purpose, and goals of the program. At present,
this information problem is mitigated because very-few UDAG proj-
ects have 'been considered complete by HUD. 'However, the pronlem

' will become increasingly serious’over time as the well over a
: , , : ; ,



' thousand UDAG projects approved through the program's start and

fiscal year 1982 reach completion.

We support HUD's plan to base all expectation information

"about future projects on grant agreement information. . In

addition, we believe that this information §pgg;dﬂbe”pseﬂﬁf6r"

projects already approved. UDAG reporting forms, such 'as the

closeout status reports, could be revised to fully :show.grant

éégééﬁéﬁﬁwexpectatibn,iﬁﬁbrﬁétibﬁa :?&$§ §§§6§@§§§§§790@16 be
readily inserted on the forms when HUD field officials  compare

the resuiEs with a project's grant agreement expectations.

We believe there are several ways HUD's information system

can improve the accuracy of its data on project expectations and

results; HUD could

--use in its information system the financial Status report

provided by the grantee and reviewed by HUD field offices

for accuracy and consistency with other project financial
documents; o _ _ ;

--use in its information system the closeout statis report

provided by the grantee and reviewed by HUD field offices
for accuracy and consistency with HUD monitoring reports,

grantee quarterly progress reports, and other documents; .
==revise granktee reporting forms to ensure that ‘all expecta-.

tions are accounted for with deviations from expectations. .
explained; and ' S
--require granteeés to submit. information on.projectiresults.
*immediatély,béfdté,ﬁUE-élaésifiesuaiprojgpﬁgas_completé;ti

] [
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RECOMMENDATIONS ‘TO THE SECRETARY, HUD -

P T
- IR

' 'We'recommend that the.Sécretary direct HUD'S UDAG infor- -

mation system to (1) record each UDAG project's expectations
according ‘to. the grant agrééméﬁt,br'its,améﬁament,andi(zl use - .

results up to the time HUD considers a project complete:
. ~ . : RSN

AGENCY COMMENTS AND OUR EVALUATION ;

additional, available’ information provided by grantees on project

In commenting on” a draft of this report, HUD noted that
Several steps have already been taken to record in the UDAG -
-information system a project's goals according to the grant’
agreement or its‘aﬁéﬁaﬁéﬁﬁz-,However;iﬁqrﬁggcjectsiapprbﬁ@df, _
before this procedure began in 1982, “HUD stated that it would not -
;be cost-effective to go back into the data base to obtain such .. .
information. . _. e a . e




- . HUD's Office of Management, ‘the UDAG Informa,
- grant agreement 1nformat10n on jobs and. InVes

our f1nal report recognlzes that, accordlng to:

'nts for pro;eots
approved since- 1982, In’ addltlon, we are recogn121ng that a néew-

tracking system is scheduled to be set up..in 1984 to obtain full

expectation information according to the grant. agreement. ﬁor’*

,,,,,,,,,,

fqture projects.. Regardlng prevxousiy approved progegts, we’

agree with HUD that it could 'be a costly undertaking - -if all pro3—7‘

ect files had to be reviewed solely to obtain each pro;ect ‘s’

" .expected goals accord1ng torthe grant agreement or 'its amend-

ment. However, as stated in the draft report, HUD procedures

now_provide that after constructxon 'is complete on” a; proaect,‘HUﬁf

field offices should review a project's grant agreement and any

amendments for comparlson -with other project documents., Con-

sequently, we believe the needed Informatlon could" be obtalned

through an ex1st1ng process..

In commentlng on -the use of. add1t10na1 avallable 1nforma—'

tion on project results, HUD stated ‘it is now in the process of

expanding the information’ system to support the program's comple-

tion activities: "HUD said this new system witl" relnforce and

1ntegrate existing tools to collect final proaect data, such as a
grantee's final quarteriy progress report.

We believe the expans1on of the 1nformat10n system is a

,pos1t1ve initiative; which will be responsive to the second part

of our recommendation when it is completed. . ’ ol

2 airector in .




CHAPTER. 3

MANY SMALL CITIES MAY NEED HELR . '

TO SECURE A UDAG AWARD

,,,,,

- ~cent’ mar As a: result, at the enH df fiSCal year 1982, '$142 -
_nmpimlllidh $216 mlllrgn in“*funds. .set aside. for_ small cities. was
o unobl;g ted "This -$216. miklion was abput evenly Spllt between’
<. funds’ a propr1atéd for fiscal year: 1982 and unobligated small.
P kcityhfuéds available from previous years. Despite the availabll-
e ity of unds,‘the overall- percehtage of . Qotentxally e11g1b1e -

. ‘small ‘cities- that have applied-for. a UDAG -has been 1ow.. In

"October 1982 HUD', records indicated_that sllghtly less thah 8

percent|of the 10, 161 potentlally ellgible -small cities had ever:
“applied- fcr a UDAG, while just cVer 4 percent had received

funding:! = . 3 T TET g

Fiscal- year ’983 saw 1ncreas1ng*act1V1ty in: regard to small

_The' awards totaled $170 mxlllon, ‘which, met ‘the

- city UDAG awards.

. fiscal year 1983 set-aside and r ,
rIed over from previous years to 875 mlliionm' NeverEheiessL the

Congress remained concerned' about the ability: of”sma;lﬁc;tles to -
‘participate in the UDAG program.. As 'a resulty. -the Housing an& o
Urban—Rural Recovery Act of 1983, 51gned”}hto law on November 36,,2

. increase small c1ty.part1cipat10n,1n the‘program during- flscal;
' Yéérs 1984, 1985, and 1986.u-:-1_7., , _;4_ ﬂﬁ- “ﬁ“g'm_ Q wol

the most severely glstressed small cities that weref ’qtéhtially’
eligible for a UDAG, but had .never . applled or had ap’lled w1thout
_success. . We found that }{:«;:4, ol R I T

o --part1c1pat1on in the UDAG prcgram is strongly asscc1ated e
-1 o with blty 51ze, w1th g relatlvely lcw percentage of. 811“'” i‘;

r,'ece 1v1ng IUHGIHg H

:.r v

| on

Jcltles are potentlally ellgxble for UBAG fundIng ‘the- basxs of
meetIng HUD's minimum standarxds’ for physxcal -and economxc dis- -

skress: Potenttaily elrgtble cities must aisb demonstrate ' '
results in achieving certain equal opportunity goals:* e




——many surveyed c1t1es were not famlliar with the UDAG '
' program- and : -

——surveyed c1t1es that knew about the program frequently had

prOJects -and_in f1nd1ng 1nterested developers and appro—t
pr1ate prlvate sector flnan01ng. L ;

'HUD has taken 1n1t1at1ves 1nvolv1ng technical ass1stance

-efforts ‘and 1ncreased field office. respons1b111t1es for UDAG.

wh1ch may generally help to raise small city partxctpatlon in the

program. We are recommendlng ways to supplement and improve ~ |

these initiatives to help meet the congress1onal objectlve of ,g_

1ncreased small c1ty part1c1pat10n. "

e T _ & [

" UDAG PARTICIPATION = -

-DECREASESAWIIH4CIE¥4811E | B RS

At the time of our audit, HUD was aware of the .overall per=

‘5centages of eligible small cities. that had applied:-for a UDAG

7(about 8 percent) as well as the number funded {about. 4 pet-

‘cent) . HUD had mnotj; however, broken ‘down these overall figures -

. into narrower populatlon strata. This is: perhaps_because the -

UDAG requ1rements ‘simply stipulate. that ‘at least. 25 percent of

... each year's UDAG approprlatlon must be set ‘aside for small’.t:’:’

- cities. The regulations makeé no further requirements. regard;ng
.the distribution of UDAG funds among varlous populatlon sizes: of;

'small c1t1es.

@ -
S . 3

We' dec1ded to make detalled statlstlgal brgagdowns SF. small‘

city partfc1pat1on in order to determine  the extent to- whlch

selected . population ranges var1ed from “HUD's overall percent-

- ages . " “fo do this, we complled UDAG - appllcatxon and .funding data

from. a September 1982 HUD llst1ng of-10;161.small cities poten-

't1ally ellglble for UDAG ‘dwards: - By stratxfylng this data. into

population.ranges,. wefgogndithat the raté&-of. small city partici-
‘pation was-strondly associated: W1th ‘city size; Tables 5 and 6, -

on the next pages, show overall partxcxpatxon data for varlous
s1zes of C1t1es. e .

A ) * ra
At

‘Table 5 shows that small CltleS‘WIth populatlons over 10 000‘11

were applylng for and rece1v1ng UDAG-.funds .to @ much highex’

..~ degree than the overall avérages. 'Altogetler, about half (266) ...

of the 536 eligible smaill .cities with: popalations. over -10,000
. have applied for a UDAG and about-.a‘'third {173) have rece1ved

funding. Theke higher Percentages must be balancedy nowever—“”h*;;jrf
. against an aw reness that cities with populatlons over 10,000 LT
- represent about-.5 percent of the shall c1t1es potentlally
ellglble for a UDAG. e »,“.- . i . ..<%' S
The ‘small- ‘cities under- 10,000, whlch 1nclude the othgr 95 .- T 4

peroent of ‘the potent1 II el1g1ble small c1t1es, present a.case
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in .contrast. As tabie 5 shows, more of ‘these cities have, applied

for (517) and: reqelved (249),-a UDAG than the small c1t1es over

10;000: However, these applicant and recipient cities represen
only “a sma;l;gsrcentaée of ‘the 9,625 cities in this under 10, eegL
range.:: Because. the vast majority of the eligible gmall cities
-have populations under 10,000, HUD's overall UDAG participation
percentages maxniy reflect the act1v1ty of this large group of

CItIeS. :

- 4
L]

« . rable 5 o

?fg"v . Small - C1t1es‘ UDAG Appllcatlon/Fundlng .
' ST Statlstlcs . :

:}Numbér,of>« I
+ " .eligible Appllcant c1t1es ,”Eunded'gities

‘Pbpuiation';“ cities ' Number ~ percent 'Number Ppercent
40,000-49,999 * ;18- 13 8.4 13 68.4
30,000-39,999 U se. 36 -eh3 200 35,7
20,000-26,999 . 98 - 53. 541 37 37.8
10, 000-19; 999 7L 363 BT 5.2 - 103 - 28.4
under- 10,000 1§"‘,§i625'ﬂ;_- 517 5.4 249 'y 'é,é
Coverail | 10,161 - 783 ,;,‘7‘7 422 4.2
. | EEA AL L S 22c

aCovers khe perlod from 1n1t1al UDAG appllcatlons and awards in
1978, uﬁtll October 1982 and applies to small cities listed 1n
Septembe?f1982 by HUD's Office of Management as meetlng minimum
standards for phys1cal and economlc dlstress. Small c1t1es

't1ally ellglble" for UDAGs, though they must .also demonstrate.'
results in achleJlng certain equal opportunlty goals. ‘

10 000 showed that thles with populatlons under 2,500 have very

low appllcatmq‘ -and“funding rates, as indicated by table 6.

‘These cities make up 80 percent of all the ﬁéténtxally eligibile
: small 01t1es. .

Further statlstlcal breakdowns of the populatxon range‘under

— B .

2




Table 6 )

UDAG Application/Funding Statistics for Cities with

Populations Under 2,500%

Number of ¢ T . X o
e eligible Applicant cities _Funded cities °
Population  cities Number = Percent: Number! Percent

A6

2;000-2;499 405 .40 s

[\ -9

<0
16 ’ ‘;7

1:3

1;500-1,999 588 39

= (=23 -2
I -8 I
W (=2 R e ]
{93 D

-

. 1,000-1,499 . 966._ .. 42
0.7

-—
(11

500-999. 2,05 1.7
‘ under 500 . . 4,067 0:6 0.2

~2:2

||q1£ w:

‘\OI | .|§\
2 1
g |

overall © 8,077 0.8

_acovers the period from initial UDaG applications and awards. in
1978 until October 1982 and applies to small cities listed .in _
- Septemper 1982 by HUD's office.of Management as meeting minimum
standards for '

for physical and economic distress. sSmall ‘cities.
meeting these distress standards are considered to be "poten-

tially eligible" for UDAGs,; though they must also demonstrate

.results in achieving certain equal opportunity goals: . .

More than 50 percent of applicant cities with populations of

2,500 and over received UDAG fugding. *Even applicant cities’ .
under 2,500 have a success rate approaching 40 percent: Table 7

shows the success rate broken down by various population strata.




Table 7

*®!

 « Small City Aﬁpiicantsi'éuccess Rated

_ Number of. Number of '  percent of
R appl;gant .. funded: l appllcantsi
Popniatlon . ‘cities c1t1es . funded

a0, 000-49;999 i 13 I 13 100
130,000-39,999' ‘36 %% - . 58.6 o
20,000-207999 . w53 . 37, ghug .
0,000-15,999 164 uot03  62:8

. 2,500- 9,999 33 - ' o183 ./ . s3g -
under 2,500 © - % <179 - &1 - 37.4 (
] @.éfaii . ‘39;3\-' | 4 42'27 0 s3.g

"(:3 ;?':.’-’: .

'in its efforkts'to increase small. c{ty partlc;patlon in: UDAG.'

- .1 )
aAs prev1ously noted, th1s data covers the perlod from 1n1t1a1 ;
'UDAG applications and awards in 1978 until October 1982 and . 3
applles to.small cities listed in September .1982 by HUD'S offlce'

of Management as meetlng m1n1mum standards for: phy31cal and

eéonohic d1stress.

1 . s

- - [, L

aras g . s - o . ot s ‘ .I‘L‘
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_AsS noted eariter, HUD has overaii StatIStICS on small 01ty .

participation; butr not the -detailed populatxon breakdowns that we
have presented above. HUD's data system already has all the:

information.'needed for these tables; but lacks the programmIn

generate them., We belleve that- these tables are usefui in iso¥a-

——————————

would need to be updated -after each quafterly funding round,; as

- well as whenever the eligibility 1list.is updated. tUpdated tabiles
should, for' 1nstance, reflect the latest eligibility list, issued

in March 1983, which reduced.the number of potentially: eligible

cities from 1Q¢161 to 8,622. Our tables were developed through:
the t1me—consum1ng ‘process of manually comparlng thousands ofrf

> on eingbIllty, funded pro;ects,,nonfunded appllcatlons, and

) appilcatlons be;ng held for further con51derat10n.~{,

HUB aiso 1acks other Informatlon tools that would be useful

Spec1f1ca11y, the data system tacks' the programmlngfneeded to ,pf”

identify by name (1) smaii c1t1és that - have never applled for a



”the thousands of entries. in HUD's el

5h1story l1sts in order to select the
"N

' ".r.,' ’ - . . Y i
&

LUDAG and (2) small cities that have applied for a UDAG w1thout’
‘any .success. Add1t1onally,-the data system lacks the programm1ng

to¢l1st Qotent1ally eligible small cities according to the1r

" degree of economic distress as measured: by their 1mpact10n per~

centile2 (rather 'than simply alphabet1cally by state): ‘ As a

"resuktrlltlcurrehtly would be difficult for HUD to foecus atten—

tion on cities of this sort, since the lists would ‘have to be"

“developed and uPdated manually. We encountered this problem: our-

.selves when establishing a survey universe of h1gh1y distressed

nonappllcants and unsuccessful appl1cants for. our telephone

1nterv1ews (d1$¢ussed below). 'We again had manually compare

ibility and appllcatxon

ppropriate cxtxes.

1.

SImIlarly, in order to learn ho

i the statxstxcal data in ;j

tabl€s 5 -and 6 were dIstrIbuted\by state;, we’ agatn “had to tnspect

' What factors contribute to ‘ . |
1ow,small city, Eart1c1pat1on7 . - - ;; i

. along with eligible cities that had applled without success.
' ‘Since. a small city's degree of distress is the .primary leg1sla—‘
’ t1ve cr1ter10n to be used }n awardlng UDAG funds (except for

erty), we limited our..samples._to cit
-most economica¥ly d1stressed*3 Our ‘statistical ‘sampling tech- .

these lxsts and manually develod the 'state part1c1pat1on tables,
which are presented in appendix #IV. , S i

Tt
- ¥

Lo )-. . R

Tb determ1ne why such a. rarge number of smail "cities are not

.‘part1c1pat1ng in the program, we interviewed a random sample of

nonapplidant c1t1es that were potentially eligible for a UDAG,

s that HUD determined were

_containing pocketsiof pov-

" nigues. and structured interview questlonnaxres enabled us to

project our findings to 553 .of . the 628 most severely'distressed

K nonapplicant small cities and -all 33: of the most severely dis~

1:~tressed small cities that applxed unsuceessfully. HUD divides

small cities into" three populatxon ranges when' calculating_

“impaction scores: The results of/our statistical sample of the

most distressed small cities were distributed among these fhree

"dxranges as foFlows:' (1) population 25,000-49,999: 4 nonappllcant'

-

.c1t1es and 2 unsuccessful appl1cant c1t1es, (2) populatlon

cant’ c1t1es- and (33 populatlon under 2, 500- 426 nonappl1cant

c1t1es and 3 unsuccessful appl1cant c1t1es. As can be seen,'

o N i i
v » . . ) / :

[ N . . - .
A

2The 1mpaction percentlle measures relative econom1c d1stress
“based on the age of the city's housing stock, the degree of its

poverty, and the lag in its population growth. The score ranges

from less than. 1a(the most d1stressed) to 100 (the least = w
d1stressed).. E : o " :

A.'Bmhnen wavh ~iFiacd with "imnactien nercantilac™ of 98 or leas.

’ . N

~



_txon ranges that :HUD uses when calculatlng 1mpact10n scoreS°

(77 pertent) oL these 553 most d1stressed nonappllcant cxtles.:

onappllcant cities and flguresffor small cxtIes

!

'princ1pa1 UDAG off1c1als, 1nclud1ng the UDAG' offloe s .seven

senior development d1rectors who superv1se the UDAG; appllcatlon
review process.

MOST NONAPPLICANT CITIES KNOW

‘terize their awareness of the program: .~

LITTLE ABOUT THE UDﬂG PRQGRAM

v

is a competltlve program requIrIng Inxtxatxve from the c1ty 1t- )

self. We asked the nonapplicant cxtxes-xn our sample to charac—

gram while the rest (150) said that they h¥d ‘a great or moderate .

out, of 553) said that they had little or no knowledge of the pro;l |

‘awareness. Table 8 stratifies the responses by the three popula-

i

Table 8 T,

a C P
" Small C1t1es' Awareness of the UDAG Program

25 - percent of most distressed’ small c1t1es

y S ‘ Great - Moderate -
Population range ..awareness awareness,;_

) . .’—_‘_-J*ff—;”(perCEHtf
Ge e s s hosgs
2,500 to 24,999 31 28 40
ander 2,500 4 R

"full- t1me staff, which compllcates 1nformatLon outreach efforts.f

Once- again, the problem area~~1n th1s case a low.aware

UDAG program--is associated mainly with: the smal

of the
‘par=

ticularly those with populatlons-under 2,500.

Most of the UDAG sen10r development d1rectors agreed that
emall cities' lack of .familiarity with the UDAG program is a
major - groblem. As some Of these senior directors noted, many.
small cities h;;e narrow communication networks and lack a

,_4‘

At pr sent, HUD has no central UDAG 1nformatlon outreach

in 1982, when HUD headquarters prov1ded the f1eld offxces with

Nt




e
) 7777777 - . )
one—paﬁe UDAG flyers (see app. V) to be sent to a11 potentxally

_ellg §mall cities; Several UDaAG senior dxrectors stated;.

‘howew that a single. contact with a potentially eixgxble smali*

: ﬂ~ city probably would not 'be enough to get it- tﬁxnknng about’ using

_jthe UDAG program. They stressed the need.for frequent; repeated

”-contactsfgn ordersto .effectively educate small tities about. the
- program and to identify the ones - that had become serxousi P

T 1nterested in applyxng. . _ ,

ffffffffffffff HUD ed to. be R
-important foE,the 150 c1t1es in our: samp1e that had a.great or B

vmoderate awareness of the UDAG program. ‘Somewhat: less than a

quarter of them: obtained program 1nformatxon soleiy from various -

* HUD sources such as UDAG pamphiets, reguiations, appllcat;on-
forms, or d1scussxons w1th HUB OfftClalSif : “

deveiopers.' More thanthalf of the c1t1es, though learned ahout”
the progranm through.both HUD and non—HUD sources.. o Z

BY

$ S,

NGNAPPLICANTS WﬁO RNOW ABOUT THE PROGRAM

S

FACE PLANNING AND&FINANCTNG PROBLEMS

. Mote than half of the 150 c1t1es that were famlllar with the ‘

'program -talked - to HUD ‘about the possibility of applying for a

. UDAG,." Vlrtually all” of them characterized ‘HUD's explanation of

the- program- as being. very adequate or adeguate. :None of these

‘ cities, however,fsubmrtted -a UDAG- appixcatxon., They qited a

'varlety of problems that.hindered them from submitting one-~some -

invoélving the cities'own.planning capacity._ and others 1nvolv1ng

diffxcuitx in 1ocat1ng an interested developer or securlng

adequate ‘pL vate sector fxnancing,,

e

UﬁAGQappitcatton process exceeds éﬁpabllltles e
of,some smaii cxty governments o 1 X '_, ﬂ.‘}p e

R i
A good deaI,

of plannxng is- needed to structure a UDAG appl1—-75>£
' catton., An éllglble c1ty-~large or small--must present HUD" w1th ‘
a specific project that is well developed :The city must

descrlbe ‘the pro;ect's nature, scoPe, and benef;ts, he city

feasible without UDAG fundlng by prov1d1ng detailed constructlo
'vestlmates and, cash flow proaectlons and analyses.- In addltlon,
the c1thmust prov1de evidénce of financial capa01ty ‘and firm

commltment from the developer,_the lendlng 1nst1tut10n,‘and other
1nvolved partles. ;.' . . . - i

adequate to put together a UDAG progect. We also asked if they"';

had funds ‘available to hire outslde’help to assist their staff in =~ -

T e s = TIRIAY . eserdt v — Makia O chrwe Fho narmantans af +thaca
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‘Table 9-
Problems W1th Cltygstaff4Capaclty

Nonapplicants: -

Cm
T ’
N (A4

T
..

g L

s T

staff to plan and carry .

Lack of staf
out a UDAG pro;ect

Lack of city
put together a UbAG project

N'outSIde help to plan a UDAG project : 57 - 5@

”Most c1t1es mentlonlng a lack of techn1cal expertlse also sa1d

~'that- they were short on .staff.

problem

c1ty techn1ca1 expertlse to

. extxes w1th~hhm
pops. under

s .

)

19 o33

.

'mentlonlng a shortage of staff also stated that they lacked c1ty :

their. responses,

Based .on -

then we belleve that - about one- th1rd of these

150 ¢ities are severly hindered from applying for a UDAG by a
lack of capac1ty for proaect planning and development., e

The UDAG Senior Development D1rectors recognlze that the - “

EX

“.lack of capacity to put ‘together . a UDAG project is a serlous : : .
PLO ‘ Y

problem for many small cities.

Most of the senior directors saIdn' S

_ A EEE_¥=_= : J

that small c1t1es .may need an lntermedxary to help them package. K “
They suggested a variety of useful roles that;an -

intermediary could play; including information outreach to cities . .
Tt 1

andfdeyelopers, identifying :smail ‘cities that havé potential = :
projects and brIngIng them into contact with HUD; and actually ' ,',ji‘,

helﬁiné the cities with potential projects to,develop an applica=,”

tion.
State ragencies and;
tricts and counties.

‘Favored candidates for the role of an 1ntermed1ary viere

to a lesser degree,
The recent leglslatlon would provide

regional planning dis= |
'ﬁ?y G

technical assistarnce grants to state agen01es and municipal L;uﬁ;; A
associations {among others) to help small cities participate 1n L

the ‘program (see p. 35). -~

leflcultles,ln locating
privaté sector participants

"k

v '
. J' -; D 4

?;L':z?.
AR g

o

.
‘ ]
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. Along with the issue. of whether small cities’;have the capaq—
ity to put together the elements of " ‘a UDAG progect is the crucjial

questlon of whether these elements are even available to them'

There can be no UDAG project; of course; without private sgegtor

1part1C1pants-;usua11y developers and lending institutiond-- hat

Jare w1lllng to work with the city on a project appropriatb for

/x' e

Ty

|
M
[ Y
*~
~
-
ﬂ_“
e
PR
Y

o

T
-t
[
™

g



in our: sample that were famlllar w1t.,the program noted s1gn1f1— i

oant problems 1n th1s area,,although less 1n flndlng a developer,‘

hllcant c1t1es whether the lack of
a- factor 1n‘the1r not. applylng for a

N

A e e asked these nonap
“int srested: deVelopers was
UDAG, with these resiults:

Eablé'id : ,yvif ';wfﬂ _1‘

Nonappllcantsrffproblems With insuf
" Developerglnterést ) )
L S Y ‘egities with’ .
~ Developers. A1l - POPS-,,nder:'
Jack interest small cities. .- 2,500
| { —————i--(percent, roundedj--—--—-=
probably- 37 Y28
Not sure ' \ 20 | 38 L
Probably fiot a2 R 38

' In additidn to indicating the overall extent of this problem,
these percentages address the issie of whether cities.with
: populations under 2,500 perceive themselves as having greater
‘difficulties in- f1nd1ng developers ‘than the larger communities:

-Our sample shows that the rate at Wthh cities with populatlons

ally lower than the overall rate, though their degree of

element in a UpAG project.- This process involves two closely

related requirements. First;, a project's- financing must be

structured sp Ehat the private sector 1nvestment exceeds the

amount of UD%G funds requested Currently, the _UDAG regulatlons

1). Hlstorlcally, leveraglng ratios. forl unded small c1ty proj-
‘ects are often hlgher than this, averaging- ‘about 6 to.:1 between
1979 and 1982, _since a hlgher ratio makes a project iore competi-
+ tive and more likely to be funded. . Second, a project application
must incltde firm commitments by the private sector participants
;.. demonstrating that they have the financial capacity to deliver

"% theé resources necessary to carry out their part of the progect._

In agrceing to commit these resources, the. privatc sector must-

specify the amounts, terms, conditions,: uses, purpbses, and

timing of cach part of its investment:




These private sector fdﬁaihg.réquiréméhts were a common ” \§§3

problem for the 1Séﬂﬁéﬁéppiiééht;éitiéélih,our“sample;;-The 

-leWQWiggftgbiéiéﬁéﬁsithé:pétééhtégé§~bﬁ‘tbégéities'citiﬁgftﬁém
as',being a significapt factor in their decision not to apply for
casUDAGE M i, iyl S .

" Cfable 11 L

.. Nonapplicants: Problems With Private Sector Kinancing.

. "Cities with
_All pops. under

prdbleis ~ small cities 2,500

" {percent’citing a "great" or -

Cootoo T 7 Wvery great” problem) -.

;. obtaining -the reguireda ™. 7 Lo TR o e
.-+ 7~ amount of private sector o * o - T
' funds .. - . ) 76 . 78 o

commitments of private

Pt ) Getting firm financial -~ . = . ¢ .
“.sector funding .. . - .. B3 .0 567

As the tableindicates; the perceptions of cities with popula- = .

tions under 2,500 does not differ greatly from the overall rate

for all small cities:

The basic.problems of finding interested developers; obtains’

ing private sector funds,-'and getting firm financial commitmerts

are interrelated in mafy instances. About two-thirds of the
cities citing problems finding interested developers also said

. that they had problems obtaining adequate private sector funds, ;

and over three-quarteérs of the cities citing problems obtaining
‘private sector fUhdé,alsgﬂsaid that they had problems getting
7777777 Se. ‘ - 5 " ) B

stand the application process; especially the requirements’

dealing with the firm financial commitment.

' The UDAG senior diFectors noted that the HUD field offices

had at time$ sponsored or participated in economic development
workshops ‘or seminars at which the UDAGprogramwasgﬁgmoted
among state and city officials, along with varioug private sector

etail merchants

associations, and chambers of commerce. However; \most senior

. parties; such as dévelopexs, bankers, members of

aitéétbférméré_hbt able to offer many specifics on\these efforts;

R A ) : e
S .

C g M




such as. the frequency of these 1nd1v1dual efforts: Accordlng to

one senlor d1rector, these meetlngs do not represent a consis-

tent, organized HUD effort.

‘HNSUGGESSFUE APPEICATIONS WERE USUALLY
LINKED TO FINANCING PROBLEMS

~ Between 1978 and October 1982, about-.770 UDAG appllcatlons
from small cities were not funded; usually because HUD officials
-determtned that these c1t1es d1d not adequately sat1sfy UDAG

~
.

ACcord1ng to HUD records 1n October 1982, 33 of the most

UDAG * funding,wlthout,any,successlf Altogether, these 33 c1t1es

had submitted 43 applications- .25 cities applied once; 7 appl1ed
twice; and 1 appl1ed 3 times. We - interviewed representatives Y
"from all of these cities to deterfiine what problems they had
encountered in obta1n1ng UDAG funds.‘

We found that over 75 percent (32) of the 43 applications

‘'were unsuccessful because of varlqus problems- in. obtaining the

“non-UDAG financing needed to complement the requested UDAG

funds. The cities described their partlcul%r f1nanc1ng problems -
‘as follows: .,

[

Table 12 S

Unsuccessful Appllcants. Problems With ﬁinéncing

Reasonslcqted by C1t1es forf .g b ,ﬁumbér of
their applications' failure T applications:

b

Fa;lure”toisecureepnivaie , .
- sector financing ' . 21
, < . ‘ )
+ Withdrawal by the developer due

to financial difficulties E 3
. Unwiltingness of the developer to provide .
‘ : requ1red wr1tten flnanclal commitment . , 5
\ .
Unw1llingneSS of the developer to meet pS .
the leveraging ratio HUD requested 2.

Inability of thé»city to get a written

purt1c1pat1ng federal agency . ' _i
Total ‘ ' ' . 32




The remaining

reasons wh1ch

QO =
Ol=

not fall into any 51gn1flcant patterns.

Some projects are proceedlng , oy “;;

: Eight of ‘the 43 pro;ects wh1ch were turned down for a UDAG
managed to get built anyway.“ One of these was able to proceed by
reducing its scope and using state funds. Four other projects

‘'used_ funds from other HUD programs, such as community development .

block grant funds; however, two of these progects were reduced 1na”e'

scope. In theé remaining .three cases, the progects proceeded with

GEVEIbpers' own funds--althbugh two were reduced in scope:

-,

Fifteen of these 43 unsuccessful appilcantfcxtles pianned to

reapply for a UDAG durlng 1983. The projects that these cities’

dre considering are split between new pronects and modified ver-—

Ssions- of prev1ouslg rejected ones. These cities; along with the

nonapplicant c;ties we interviewed, indicated needs regarding any

future UDAG applications; which are discussed 1n the next ,
sectien; - A T R

>

As our survey resuits 1nd1eate, many nonappllcants and i

unsuccessful: applicants had difficulty in locating the basic ele-

ments of a fundable UDAG appiieation--especially private .sector

financing. To determine the types of assistance the§é :dities

might need to develop a successful_ appllcatlon, we asked them to

rate their needs for a more. streamlined application process,

additional program information, and technical assistance. We_
then asked the UDAG Senior Development Ditectors to comment on

these three areas.

information and technical- a551§t§nce, whlle the unsueeessful
cities more frequently called for a streamlined appllcatlon‘f
process. S

*

LY

32

.t
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famlllar with - 1Unsuccessful

Need - | program-. appllcants o
| i " . g--'—;-—--_,--'--—(percent)—-——-_——-.,-—-' . .

Ay y

_Streamllned appllcatlon /5il~”

. process S .. .58 L 74
 More program information : 29 30 ,
U , . /
o Technlcal 3551stance:7[ SRR © DU *- R
'Streamllnlng theeappllééiioﬁlprocess . ‘ ‘5A _ U I

7f:‘; o The UDAG appllcatlon process prompted compla1nts from many
-. + ©f the 33 unsgccessfui applicants. - Eleven of .them criticized the '~
.~ application; form itself; charaéterlzlng it as being: long, com= '~ . .+

24

plex,. dﬁplicatlve,,and needlessly detailed. sSeven believed that
the whole process took too long. ‘A few of them stated that the

. complexity of the application created problems for the :private’

~ sector and that the time:jinvolved in preparing- the appllcatlon
*  and getting it rev1ewed could sometimes jeopardize a progect.

A revised UDAG appllcatlon form was approved ‘in early‘1983.

This application includés:'a glossary of tetrms ‘that should help

applicants to prepare the reguired information: ~ In keeping with .. .::

recent legislative chariges, some UDAG applxcatxon requ1rements

were 51mp11f1ed., .For example, prior law required app11cat10ns to

includé neighborhood and historic preservation impact_ analyses.‘

Under ‘the revised program, applicants must only certify that _
- these analyses have been carried out:. Also; the sections dealing

with projected JQ?,?Ed tax: benefits have been revised .in order to N
" provide, more -specific and comparable information, Stlll, some of ¢

" the information .requested could .present d1ff1cult1es for small

cities with iimited staff that do not have money to pay for out=

side a551stance.: For instance; an appllcant city must complete a

.Ehree—page section’ (see app. VII). detailing the. local tax revenue

increases to be expected by the proposed proaect.

 'UDAG senﬁor development d1rectors noted that both the past e
and present practice has beéen to use the same appllcatlonvform ~ili~

‘e

for, all projects, even thgdugh the range of awards :is very broad. s?_3~

AS one HUD’ study noted, -the smallest UDAG award was $35 thousand

{to-a small city), while the; largest award was $30 million (to;zggjtﬁﬁ

metropolitan city). The senior.directord@were divided on the

guestion of whether a shorter applicaton could be developed to

-;help streamllne the appllcation process for the small C1ties.

\
1 .
7
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. Information outreach .. S , . TR
N B S : > ’ i o ’ r. : L A

SN - A c0mprehens1ve UDAG .information package that could be used

effect1ve1y .by small cities of various sizes and the private sec—f

: - tor*is not-available: .Several senaop dfrectors néted that there ¢ .

o o

‘yas”a ‘gap between very brief UDAG: fnformation, sifch as the. one- .’
page flyer, and the detailed information found in the appllcatlon

"materIals., - An extensive’"user s gu1de" ‘to. the. program has beensff

-form at ‘the time. of our aud1t. The currentldraft is & lengthy,,
iprocedures-oriented. explanatlon of the program s regulatlons from
the application stage to the. f1nal completion of a finded proj-
ect: Another draft:.handbook;, deS1gne& for use by small cities,
.may: partlally fil th1s 1nformat10n gap. It was. ‘Scheduled, to be
.ready in 1ate 198 but was not’ f1nallzed at the end of the year.

- : . BN
L

B Technlcal ass1stance L 1, . S
N - - - \ . - . L. . o ‘ "

N in'general the UDAG serfior d1rectors d1d not belleve that

-“HUD.needed to develop a .central technlcal a551stance 'plan aimed

.atw helping small cities participate . in the program. " Most of then

mainptained that UDAG technlcal assistance efforts need to 'be

'Yflex1ble so that ‘they could be;adapted to ‘the: pantxdular ‘problems

of a locallty.1 Most -senior d1rectors belxeved that the HUD aréa.”

ff} *‘off1ces m1ght be able to provxde more. assxstance.

-0
Y
»

SRS . _We asked the senxor dIrectors about the . ad*;sab;lity of tar="
e .geting technical ass1stance to the most d1stress'd; mall cities

that ‘have not applied for a UDAG or have applled' ‘hout. any .Suc-
~*,  cess. Although some senior directors cautioned tgah'the -most
* ' distressed small.cities would be hardex to work with, nearly half
‘. ‘bélieved that: this approach might beé feasible.  Most of the :
~senior directors did not have specifics on how small”c1t1es were

- o‘ct:n:rently selected for technical. assistance by the HUD field L
- .{ . staff or on how many had actually received such:aid. =~ Offlclalsf_f'
[ in the UDAG Dire¢tor's office further noted that there were ro

nationwide, gu1de11nes for select1ng,c1t1es for UDAG technxcal

ass1stance., : ; oo , , V.i,

At the t1me of our aud1t, offlcxals from thé_éffice of UbAaG

glted four major on901ngotechn1ca1 assistance c¢ontracts aimed at

" Yncreasing, 'local economic development through UDAG and other

federal ‘programs. Only one of these provides direct technical.

assistance:.on UDAG-to small cities selected by HUD. "Two of the

contracts emphasize.broad €conomic development initiatives at the

state government level. Among other: things, the contracts are

‘aimed at helping states to improve their own ab111ty to promaote

and sﬁbbort local econ0m1c development. The UDAG ‘program. ds:

regard - The other ‘two contracts focus on assistance ‘to Qartlcn—
lar c1t1es and prOJects., ‘Otie. deals: exclus1vely with increasing

fmlnorlty bus1ness part1c1pat10n in: UDAG in selected metropoiltan

L>/'/‘

Sy
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i . .cities. _The, second provides UDAG technical assistarce to.

lselected metropolltan and small cities. Thé tetms of this con=, o
tradt. provide for a broad range of a551stance act1v1t1es, from =

,lhelplng cities develop projects to solv1ng implemkntation
"problems encountered‘py cities rece1V1ng UDAG funds. Between ' o

©April 1982 and July 1983, 47 small c1t1es were. helped under this

: contract. Most of this, a551stance was concentrated on working

! i out: probPemE'w1th projects that had already been submitted for E

con51derataon or had. been funded %In addition to these. four

. ongoing contracts, HUD awarded a contract to McManis Associates

“1h June 1983 to3prov1de Lnformatlon workshops and direct technx-;;

[ ‘cal assistance to selected small cities. Since thiS“new contract:

‘was in its. 1n1t1al stagesfat the time 'our review ended,'we dxd~

. not assess how well it would address the small city problems we

5;?1dent1f1ed. (See app. VI for detalls on these . five contracts )
: N uE i ) e

Another UDAG- related 1n1t1at1ve is currently in its trial

istages. In February 1983; HUD began a demonstration project
aimed at developing the regional offices' ab111ty to asslst both

the HUD area offiices and the UDAG office .in. various. aspe ts of o

‘the program. Five of HUD's. 1 :reglonal offices have been’ . o
1nstructed to appoxnt a Seniof Economic. Developme\} Spec1a77st to

T ‘act as "point person for UDAG work in the: reglon _ In1t1ally, “55‘

‘cies. . The. spec1allsts w1ll also evaluate the skill level of® the

" field staff and develop a tra1n1ng strategy to remedy weak- - '
.nesses.g In later months, the speclallsts' respon51b111t1es -are
. supposed to_be expanded _to include coordinating UDAG publlc rela- -
'tlons, develop1ng an 1nformat10n outreach plan, asslstlng in_ the

orderly information- flow between the area offices and ‘the UDAG

- ’office,,and assuring that’ ‘the . area offlces are properiy managxng,. EREY
mon1tor1ng, and'c1051ng Sut UDAG prOJects.. T FRR L '
T - --7? R

"BECENT LEGISLAIlongRQVIDEsgﬂﬁR _ '; ”'.‘ f'ﬂ?’g o o S
INCREASED UDAggiECHNICALlASSiSTANCE . gi\;;g‘ ____+A§ sl

A L The :i'51ng and Urban Rural Recovery. Act of 1983, slgned

: vgrants to ’tates or the1r agenc1es, mun1c1pal technlcal adv1sory
-serv1ces operated by _ un1ver51t1es, or. state assoclations of

jf' cities. develop, apply for a551stance, and 1mplement progrqms : .
& ellglble -for UDAG funding. In addition, the act permits a: con-_

sortia of nearby small c1t1es (1nclud1ngfcounty governments that

are ‘not urban count1es) to apply for a UDAG on behalf of. thelr

members. - _ SRR . 7 T, |

. ' - ! K : . P “‘.‘ ,' v ,’ -
'.'CONCLUSIONS ’ S S o ’&.
]ﬁ A hlgh percentage of: small c1t1es potent1ally ellglbleptp:iifﬁji.

receive' a UDAG have not applxed for Funding.. -These 1nclude§yp.

~ - ﬁ., ¢ s . ."
* - A . ;;?- afir
: : :
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c1t1es rated by HUD as be1ng among the most severely distressed.

We recognize that some of these communities may have 1nhegent

problems or a limited economic base 'that make them unappealing to
developers and inveStors, even_ with: UDAG, funding. . Nevertheless,

- we believe’ that HUD needs to make a concerted effort to meet the

congress1ona1 ob3ect1Ve to 1ncreasevsmall city partlcxpatlon. -

* Currently; HUD- does not have a plan which guides 1ts’techni:’-

cal ,assistance efforts to small cities. Officials in the UDAG

office have stresséd to. us the need for flexibility in helping.

small cities to part1c1pate in the pro@ram; and we support their

M gl -

. view. . Nonetheless, we believe that this. de51red flex;blllty can

be retdined within a plan that would identify hlghly d1stressed,

nonfunded small cities and establISh goals and criteria for

selectxng them for technical assistance. We believe that such a

plan is approprlate in view of {1) the_large number of poten-

f,¢t1a11y eligible -small c1tnes, (2) the limits on- HUDP's staff

'Whresoufces,’(a) ‘the lack of-¢riteria for selecting’ cities to

receive teghnical assistajice to help._ tﬁem participate in the

_program,,and (4) the technical assistance funds made available
‘for helping small cities in the recéntly enacted Hou51ng and
Urban—Rural Recovery Act .of 1983. - .

- As our 1nterv1ews w1th a sample@of these highly dlstressed

citie8 ‘indicate, most’ of them have little or no knowledge of the

:UDAG prodram. To: address th1s situation, a comprehensive package

of 1nformat10n materlals is needed to help prqmote the program

. among’ distressed small cities as well as the private sector. -

v —=x= -

HUD, howevér, currently lacks such; an 1nformat10n package.

N - ° N o

recognlze that another major partxcipatlon problem ‘Stems from thei

fu . limited capacity of many small c;ty governments to plan a UDAG

ijg_‘,-project and prepare an applxcatxon. The application form remains

" complex despite: recént revisions. We believe:additional revi-

‘s1ons, aimed at'simplifying the appllcatlon process for small:

rities, could help commun1t1es'w1th llmlted sfgff resources apply

:”MENDATEONS TO THE SECRETARY; HUD

-

\ - We rec0mmend that the Secred;\y of HUD take the foIIOW1ng

-

;d“tles w1th populat1ons below 50,000-

-y

3N
P
‘.

——Develop a plan almed at helplng severely dlstressed small.;

" cities participate in the UDAG prd am by (1) Jdentlfylng

= h@' “highly distressed, potentlaliy eligible small citieg ‘that
EEE 'haqefnotrapplxed for, or received,; funding; and {2} estabn'

;- 't.7: lishing ‘goals®and criteria for selectlng small cities to.

T ;' receive techn1cal,ass1stance to help them partic;pate 1n»

. W:’ .
T e

. 9_;i.he UDAG progyam..'. oI

N




——Develop comprehen51ve UDAG 1nformat1on mater1als to help

program.
——Develop and test a streamllned appl1cat1on form for use by
small c1t1es.., '

. R . ;
. . -

AGENCY COMMENTS AND OUR EVALUATION

Iin. respondlng to our recommendatlons, HUDJagreed on the need .

' for additional UDAG information materials, but disagreed on the . -

need to develop a plan for selecting small cities to - receive

technical a551stance or a streamlined application form for smalil

i CltleS- - . .'" » . - e
R : ' S . g T ‘
In d1sagree1ng with the need to develop such a ptan; HUD _

ment1oned its recent initiatives to further its 1nformatlon and

technical assistance efforts for small cttxes (disg@ésed in this

chapter) . _HUD believes that the impact:of these e

51gn1f1caﬁt. : For example, the July 1983" funding rdund included
the largest number 'of projects (84) ever announced for' small

c1t1es and one._ of the greatest dollar amounts. ($S7 5 mlllaon)f

HUD also noted that for the first time in the ‘history of the

program, it announced funding of more than the 25- percent man-.

dated set-aside-for small cities in the first three .funding _
rounds of fiscal year 1983. . puring all of that year,_a total of
241 prOJects with $176 3 miZlion was announced. « HUD, therefore,

does not believe that a plan, as- such, 1s called for at:. th1s
“time. p , :

" We recogn1ze on page 20 that fiscal year: 1983 saw’ 1 crea51ng'

act1v1ty in regard :to small city UDAG participation; but we also"

noteée that the amount’ of unused small city Ffunds at the end.of

fiscal year 1983——$75 m1ll1on——1s stilil substanttal This amOuht

represents almost 70 ,percent of the $11o milliion in new UDAG

’. funds made: available to small cities in fiscal .year 1984. We

cont1nue~to belLeve that a pilan néeds to be developed for gu1d1ng

and -coordinating the various-small ¢ity efforts conducted by HUD

K heaQquarters, field offices, and technical assistance contrac-
©. tors. This general guidance is. particularly important in view of
HHD s recent ‘decision to establish regiponal UDAG coordinators
responsxble for UDAG outreach and technical assistance. A plah

such as we have described would glve these field coordinators a
- general framework within which to:devise strategles su1table to

,f4 the speci'al needs of their regions. The wording of our recommen—;

dation was. godified. to clar1fy our 1ntent.

o . In our draft repoffﬂ we recommended that HUD establish a.

g; 1ist of the most economically distressed; nonfunded small c1t1es

+ “'for possible information outreach and technical fassistance: We:

belleve that this is an approprlate recommendadtion in view of the

l1m1ts on HUD svstaff resource and the large number of : :

. . . e
. . . - f H

! i

orts has been’

T
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~order to more clearly convey our intent: We are notradvocating

e ' -
< _

potentlally ellglble sma11 c1tIes. HUD d1sagreed§ however, and ,-
repiied as foiiows- . s .

=‘"TH1s is not a proper role for HUD. The UDAG program is by..
law 'a national competition. .We cannot favor one: city over
another. It is a local decision  whether: to apply' for UDAG.
~assistapce. ‘It is the obllgatlon of this Office to promote
. the" prggram and provide program : 1nformat10n.,fAs ‘the data ..-
51nd1cates, the largést number of small cities is urider 2, 500
“in populatlon, including many severely d1stressed cities.
LIt is- likely that development. opportunltles may not be

~w9va11aﬁ&e“1n these cities. 'We cannot and should not try to

create development opportunities where they do not' exist:

We only have a limited staff and 11m1ted technical resources-

available to assist cities with .all ‘phases of the UDAG pro-

cesg: ~ We have made the decision to concentrate our scant

;resources on viable UDAG deals.“

Because we belleve ‘that HUD mstnterpreted thIS recOmmendation,

we delfIEd it and combined it:with our first recommendation in

“that HUD try to createjdevelopment opportunities where. they do

not exist or to establish improper; preferential'policies. Nor

" are we suggesting 'that HUP change the c0mpet1t1ve structure of

the selection process.: We agree with HUD that it is appropriate

for HUD to provide cities withi.program information so that they -
are:in a- position to apply for a grant. _We .also. believe that it

i's conSIStent with the program's recent leglslation for HUD to

take “action to ‘inform small communities of the program's exist-.
ence and to-provide technical assistance funds to help small
cities develop competitive appllcatlons. 'We believe that;-to ef-

féétiVély accomplish. these ob3ect1ves, HUD needs to- estab;;sh
criteria. for selecting. small cities for technical assistance:

We
believe that focusing these efforts on the most distressed smaill

cities that have not recelved UDAG funds is approprIate in view

of the large number of potentially eligible small cities ‘ang, the . =

-limits on HUD's staff resources. "HUD itself has, in the past,

selected cities for special information outreach ‘and technical

assistance. efforts. “Most recently, HUD's contract with McManus

Associates (see p. 77)7}ny§ lves the selection of several hundred
mation workshgps.: A few dozep of X |

small - C1t1es for UDAG info

“ these workshop participants will be chosen for. further. Eechnlcal-

assistance. Our recommendation uses HUD's nat;onw1de distress

criteria and is in harmony with the program's leglsiatlve re-
qulrement that the primary criterion for selecting & sma11 city
for a UDAG 'be its degree of econom1c distress.

J L
Flnally, regardlng our recommendﬁtlon that HUD deveiop and”-

'test a: streamlined application form for use: by»Small cities; HUD

streamline the entire UDAG application/award process and that a.

responded that procedures_have already been implemented -to

sborter app11cat10n formﬂls belng ;.used. HUD ma1ntaIns that the .

/

i» . . . i , '
: . 1
S
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make informed fundlng decisions and that further stream11n1ng 1sg

not’ needed nor does streamlxnxng -address thz "problem that faces -

small cities: in the UDAG program. ; Our survey results presented,

in this chapter indicate, however, that’ the’ appllcatlon process .
was a 51gn1f1cant)prob1em for smaii ‘cities. “As we state in the

report, the revised appixcatxon form remains complex desglte

i *recent revisions. This form is; ‘'used for both modest. funding CaeT
A requests and multimillion doiiar requests, ' About half- of the e :

UDAG serior development directors agreed with us that a. shorter

KR appllcatloh form could be developed to help streamllne the

appllcatlon pr66é§§ for smaii c1t1es. D o
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A'crty‘recexvxng a UDAG to help - finance a project.may. choosé

‘to'.convey: thése funds to_a developer in the form of a grant or a - 7 ;-

\\\Loan. Increa51ngly, c1t1es have choSen to loan the UDAG funds and ., - F

,,,,,,,,,,,,,,,,,,,,

m'opment act1v1t1es., Many of these loans w111 result in'millions of
dollars.'being repaid to cities. HUP has not; however;. resolved a
1mportant questlon regardlng’thent1m1ng of these repayments. i

vuse the

repayments for other communlty and economic developmen aqthlf

‘ties? The- standard UDAG. grant agreemen: ord1nar1ly r

uires that
these repayments’ bewapplled to. the proj¥ct, but .the UDAG offi-

1 c1als' 1ntent, as expressed in negotiations. w1th C1t1's, was that
cities keep the repayments for additional development ‘activities.
‘Some cities have been given exemptions to the standard grant

magreement provision.: There .fs confusion,; however, over whether:

cities:- ‘without such exemptions w1ll be -allowed to use early SR,

repayments for other projects.: -

HUD offrcxals are- awareiogithxs problem,_and one: solution
amendments. These

they proposed proVIdes for grant géreemen

g~1atedh unfunded pro;ect act1v1t1es. The propdsed change would
'« .conform the agreements to the. understanding of ¥

: UDAG repayments would be available for other community and.

.-/

© economic . development act1v1t1es..

e

UDAGS -ARE INCREASINGLY ;,,

a5 a grant or a loan tgfa priyatefdeveloperig7;ncreasingly, loans

have been used, which has meant that developgrs often 'have to

repay thG»UDAG funds along with interést.




From f1scal year 1978 through September 9, 1982,,HUD approved
about 15 4OD‘UBAGS. Almost 60 percent of these projects resulted
in loans to private dévelopers. This" -percentage largely reflects

: &}steady increase in the use of :UDAG funds as loans rather than
grants to private developers.  In the program's early vears, HUD.
reported that only about .one= quarter”of all UDAG funds was loaned

by cities to private dévelopers. By the end of f1scal year 1982,

"86 percent of all UDAG dollars were used'for loans. “ e

The " use of UDAG loans is common.for New York and M1ch1gan

projects. In September 1982,,c1t1es in these two states accounted

for 25 percent of all UDAG.loan dollars to be repaid, Michigan

had 32 and New York had 137 approved appl1catlons with' a spec1f1ed

amount of UDAG dollars ‘to be repa1d Our review 1ncluded 41

pro;ects——12 in MIchIganfand 29 in New York:

f—Loca governments grefer to recapture funds from pr:vate
develbpers for reuse on other economic, deveiopment
K act1v1t1es. : R 'AnV‘

funds from: prlvate developers. . .

——Local government pol1cy d1ctates the recapture of funds

prov1ded to private developers.
Y

~ N ‘».-

,Unlqueness characterizes UDAG loans

There are no standard UDAG loan amounts,.terms, COndl—

“tions. UDAG repayments could come from a loan carrglng an inter-

i est rate of anywhere from 0 to market rates and terms.of anywhere

,from 1 to 50 years:. This .is because ‘each pro;ect's repayment is

F ailored to the individual project. Some- reasons cited by. cxty
ﬁofflcxals for the varlous loan terms :were the followxng.,

a .

developer ] expected cash flow. i : , e

;TIn ‘the early years;,the”proaect Was,believed to be risky;
accordingly, the interest rate was lower and was to - .
increase once the project became profitable. p S

V4 B _

"f~—Analys1s of the company s proaected sales 1nd1cated that a'

'“..,. .

-
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For the 29 New York pro;ects we revxewed the interest .rates

}ranged from. 0 to 15 percent. Nine' of these progecgg had varxable

. interest rates. For. 1nstance, one loan was to be répaid over 25

- 20 years.

'years, _ with an interest rate that: ‘balloonéd from 6 percent. in ihe
t

f1rst 2 years, to 10 percent 1n7jéars 3 through 5; to 14 .perce

?ects prov1ded for c1ty part1c1pat10n in future’ bu51ness proflts..

s

*1n years 6 through 25. In addition to loan repayments; five. proj=

ranged from 0 to 12 25 percent. Four of the ‘loans were to be

;!repa1d in ‘less than 10 years; three were to '‘be repaid in- 10 to 20"

years; the remaining five loans were to be repa1d over more than

;liiiin contrast, our recent report onfrental rehabllltatlonff
funded . under the Commun1ty Development Block. Grant Program (GAO/

"RCED 83~148; July 11;. 1983) noted that under thls program. few com~

munities were p;ov1d1ng flexible financing based’on thé 1nd1v1dual

progect. Further, we _reported that low interest.-loans provlde a

- continuing source .of fund1ng for future rehabllltation ‘work--as

‘loans are repaid,;.the. ‘recaptured. funds~are loaned out again.

Nevertheless, recaptured funds have several -disadvaptages. For
instance, repald funds are worth less because of Inflatxon.”'

‘s l;‘:.

Loan repayments can B
.sometimes be substant1al e

K

The 41 UDAG progects we revered had a total loan face value"

of $106 million and a _present value ‘of 868 m11110n.2, Loa@ face™

. values_ranged from “less than $1ee 000 to $21 5 mlll1on.a?~. : ’w_%

L

uf”ro;ects had a. ‘total loan face*'
value of $73 ‘million and a preserit walue of $51 mllllon.;.The ’

largest loan was for: $21:.5. million, which is. to be repald over. 30

years, with 6_ percent annual. 1nterest.; The present value of this

loan is $1237 million. Another large loan was for $6 5 ﬁllllon,
with 5 percent annual interest over 20 years. The present value -

is $4.4 million, Some of the New York projects, however, repre= "

sented relat1vely small loans. For 1nstance, a loan of $131 000

cent. - The present value of this loan is $87,000.

-

.. The 12 M1ch1gan proaects we ‘'reviewed had a total 1oan face
value of $33 million and a present value of $17 m11110n.‘ One

7

B _ | J/ o

‘2To calculate ‘the present yalue of UBAG repayments, a discount‘

rate of 10 percent per annum was usedf ThlS was the current




Y 4 - 4

. UDAG repayments by June 17, 1982, .but

"Another- e1ty recexved $13 000 .in repayments before using . the -Tast

=

E:(iﬁc_tsmsmii ~tad . (' ;v ' . v-_k -'..
.reogptur;ng,UDAsgfunds . o L i- i

used to ‘acquire and clear a ‘21-acre ‘site for an 1ndustr1a1 .parks

. nomic development and job creat1on act1v1t1es.;, o . RE

'5t1es. .For, example, one c1t depos1ted a port1on of the repa1d

:.repayments to pave a road lead1ng to an Indlan reservatlon.' Two

prOJeet sxgnxfxcantly affected these totals, as its face value was

$17 3 m1llion., However, 1t had a present value of only $4 2 m11-“'

$1.3 million and a present value of $1 4 m1lllon. The hlgher
relative. present value results  from five’ equal annual loan pr1nc1—
pal payiients, w1th 12, 25 percent 1nterest. e

e
av

UDAG loan repayments are usua11y deferred for the fIrst

1realxze repayments.- Through the end of fiscal year 1982, HUD_

:reported ‘that repayments totaled $19 million--$12 million in large

c1t1es and $7 mtllion 1n sma11 c1t1es. ThIS ftgure 1s 11kely to

the ‘end of calendar year 1982., These repayments totaled about
'$1.7 million. Ten of the. 29 New -York projects we reviewed had

realized almost $500,;000 .in. UDAG repayments.’ The: repayments s

.~ ranged from:$2;000 to: $113 000.: Of the 12 Michigan proiects we

reviewed, 7 had already begun recaptur1ng UDAG funds. Over $1. 2

“million had zbeen r a1d, representlng over $494 000 in: pr1nc1pal
~and over $754 000 %n 1nterest. . o

'E; Some of these repayments were . recelved whlle addltlonal fed-.

}erallUDAG funds were be1ng requested for “the pro;eots. For exam—‘

”contlnued to request add1tlonal UDAG prOJeet -funds for these, proj—

ects. For one of the, progeets, the elty received: $3§4 849 from-”'

later-tn the: month used

" $266;640 in:additional UDAG funds. The repaid UDAG funds were .

7820, 0q§ in. UDAG funds: Thiis city has already contributed 'a part. .
- of the repaid UDAG- funds’ to-a: nonprofxt charitable corporatlon "

clinics ‘The city counclh also. plans to use- repayments for eco—-

Other c1t1es generally 1nd1cated that they also planned on -

using the repayments for . communlty ‘and economic development act1v1—£'

e

'1ndustry in the c1ty and a port1on 1nto a downtown development fUnd
- for public 1mprovements. ,A .second city deposited .its repayments

into a community development fund but committed a- portlon of the:

* v
T

&

.

.,respons1b1e for: butldlng and operating a pr1mary care medical. o :



other cities ‘deposited the entire repagment into a revolwing loan

fund to make- loans ‘for economic ‘development progects.

‘These plans parallel the various benefits that city officials *

stated could:be-derived from their receipt of UDAG-repayments.

“'mmong the benefits mentloned were the following:
A

~ --The city can have the flexibtltty to create a revolv1ng

Ioan fund for local economic development. ' -

1nvestment and create new JObS and tax revenue. - ;' N

7
- X

7——The,c1ty can foster further development through industrial
park projects and downtown improvements; in addltlon to

A JE A

¢ creattng jobs and 1ncreas1ng the tax base,.
--The ctty can help falllng bus1nesses and attraét,new onés.

HUD ‘NEEDS TO DEVELOP A o
POLICY ON REPAYMENTS S

) The UDAG program s standard requlrements provlde that if the
developer .starts maklng repayments to the city before UDAG funds
have been fully Speg nt, then thesrepayments should be used to ’

reduce the amount Sf UDAG funds authorized for the project by
HUD. Various. exemptlons, however, have been made to the standard

requirements, which have enabled. some cities to use early repay-

ments for other. community and: economic development ‘activities.

For, those cities without suchfexemptlons,athere is confusion over -

whether they should also be able to use early repayments,

A .

e i e, e -

‘with mayors and other government officials and ln negot1at10ns .

w1th cities and parttctpating part1es. R . @

- HUD islnow realleng, however, that 1ts,;ntent10ns and under-
staﬁdlngs ‘Wwith- cities .cannot always be fulfilled in cases where
UDAG funds are still belng spent on a-project. This is due to the
UDAG regulation: and standard grant- -agreement, - wh1ch ‘provide that-
such early repayments should be ‘used to reduce the UDAG funds
needed for the pyoject. After UDAG proaect activities are com-

pleted ~repayments are cons1dered c1ty money avallable for

Whlle HUDr standard requlrements feco nize the poés1b111ty L
$

oF early project repayments, HUD officials 1d not expect such’

'repayments to- be common. A draft memorandum from HUD's Assistant;

Secretary, Community Plannlng and Development, states that recap—

-a-,tuiid UDAG funds received prlor to completlon of. UDAG act1v1t1es

Ve




were not.anticipated for most projects. However, construction
delays havé resulted in some loan repayments being received before
. UDAG activities are complete. g

. HUD program officials have modified these requirements on a
case-by~case sis to bring grant_agreements in line with HUD's

intent. This was done by means of riders added to the grant ¥

agreement, which ensured that repayments do not' reduce the UDAG
funds granted for a project. : 4
These riders are common, although they are ndt uniform among

projects. For ihstance, of the 41 projects we reviewed, 19 con-
ders. Among them were the following: -
: . o , -

tained .various r
's rider stated that any repayments received by

~-one praject's any _t men
N the city should not cause a reduction in the grant amount.
! R L I
o --Another project's rlde;¥§;agggf;hatiioaﬂlfepayments should
. 4 be used to provide venture capital to minority businesses
L .. .in the city.l ' L :
“—A third project's rider stated that loan repayments should .
?bé;;péht on community deveiopméhthﬁgtiVitiég,, . . .
These’ riders have made it possible for some cities to use early

' project repayments for other community and economic development

activities. Not all cities, however, .have been ‘granted riders.

one reason for

no policy on'w
‘ 4

_this, according to a HUD attorney, is that there is
hen such riders shéuld be given. <

For those projects without riders, there is confusion as to

whether the standard _repayment requiréments should apply. HUD
regional and area office representatives in New York stated that
it was not clear what cities without riders should do with recap-
tured UDAG funds. The Buffalo Area Office Director pf Community . =
= Development stated that dver a year ago he requested HUD headquar-
¥ - ters to éiatify.;hé,répayment_issueQLﬂﬂgﬂgddéa»Ehat while there
_has been no final clarification, headquarters did state thatagntil: .,
‘a policdy is issued, cities without riders should deposit UDAG ”
‘répgyments .in..an interest-bearing account. ~HUD field offices are
advising some cities to do this. For instance; one city in New
York,had received $280,000 in repayments as of May 31, 1982. This .
‘city had reprogrammed some of the money for eligible community. .-

] development éctivitig§;77§o@gvgg;;ﬁﬁﬁ field officials advised the ', "
: city to put ‘the repayments in an.in;eiéSEﬁbéérihg.account until - “xvﬁﬁx

headquarters clarified the repayment issue-

HUD program officials would ‘like ﬁé;tééblVé'thé'iSSUeﬁgﬁ HUD
‘requirements. that treat cities differently. One solution HUD is :
. consgidering would provide amendments to the standard grant agree-
: ment requirements for those projects which HUD determines on a

..case-by-case basis are in_need of riders.: Such projects yould bé% k.

H : : —




t1es are. complete and (2) are required by the standard grant o
agreement to use these repayments prior to, and in place of, addi-
tional UDAG funds., The solution was proposed by a HUD assistant
secretary in a draft memorandum, which fiotéd that in order to "
correct oversights in existing proaects” all . UDAG projects,; would , ~

need-to be reviewed to determine if grant agreement amendments are -

‘necessary. The memorandum states that such amendments will be

made to requ1re that repayments (recelved or antlélpated to be

received before UDAG activities are Complete) _beriplaced..in ‘an

interest~-bearing account to assure coMple ion of progect activi-

ties; Or,; if there is assurance of adegqu te funds to Complete the

~project; the city can request an amendment to undertake related;

"unfunded pro;eot activities. These proposed amendment would . not

changerthe scope or purpose of the grant or- requIre ‘an addItlonal

obllgatlon of approprxated funds. , : . ‘_‘:7,_ S .fﬂ,‘

trovers1al and legally questlonable, espec1ally retroactlvely
amending a grant adreement afteér the city.has received repay-
ments. The director went on to note, however; that wheré the
intent of the parties to the grant agreement .was for. the c1ty to- :
keep all of the repayments,_the grarnt agreement must be amended to '’
conform to that intent and understand1ng. Another reason,; cited:

by a HUD attorney, is that there is a guestlon as to- whether "both
pr1nc1pal and 1nterest repayments should be applied ‘to a proaect

if HUD decides that repayments should -be-used for a- project.

Moreover, no final HUD .decision has yet” been reached on- when
o1t1es should be:able to use loan repayments. 4 .

'PREVlOusgDEClSlON34B¥4EHE;COMEQROLLER GENERAL ;'

g Federal grants dIffer ¥n several quortant respects from ﬁ‘-;

rule, "income" .generated

other appropriated funds: As a general :
from federal funds from whatever source ,should be returned to the
Treasury. However, with regard to grant funds, the eomptroller o

. General has held that the : o

-

"o W beneflts resdHt1ng frof the _use of the grant '
technlque extend to making.the funds, while under

tthe ‘control of the. grantee, free- from the statutory.:
restr1ct10ns generally applicable to the - expendl—-,;-

tures of appropriated moneys by the’ departments and

establ1shments of the government.“ 44 Comp. .Gen.

f.87, 88 (1964). -~ - . ::-5 .

.‘In other words,_grant funds in the hands of a grantee largely lose
ﬁ-thelr character and 1dent1ty-as federal funds.f Generally, all

::the expend1tures not ‘be proh1b1ted by the terms of the grant
ement. ) o . o
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. The standard UDAG.grant agreement currently restr;cts the
;5 ition of repayments that ~are referred to as “program

7F7§$cause it provides that. these funds should be used'prlor

place of; additional. UDAG funds. ., The standard grant -

-agreement defines program income °as 1nclud1ng prtnc1pal and inter=

‘est repayments received by grant recipients during a UDAG. proj-._ "

ect; : Attachment. “E“'to Office of Management and Budget (OMB) Cir-

grantee from grant. supported activities." 1In our opinion,-:-loan .

'cular &-102 defines program income as "gross income garned by th7

principal; repayments represent the preordained return to the com-
munity of the funds which .the community already- has been granted,:

-and therefore’Would\&g&;generallz/gall within OMB s def1n1tlon of

program income. - . . . : L

Interest payments present a different problem since OMB 5.

defin1t1on considers the payments to be program 1ncome.f Neverthe—'

less,; the special’ nature of grant funds has led the Comptroller

General to hold that; once grant funds are applied for grant pur-

poses, program .income recelved through grant act1v1t1és ‘may .-be

retained by the grantee.. For example, in 44 Comp. Gen. ' 87 (1964),

we authorlzed .a grantee. to finance other grant-related activities

through the retention of program incorie derived. from the sale of

publ1cat1gns which had been’ originally’ financeéd by federal grant

funds. In another 1nstance, the.grant agreement requ1red the

return of -program income to the United States "unless otherwise

-sauthorlzed" by the grantor agency. Because the gr tor agency

could, in its discretion; allow grantees to retain program income,

* -we had no objectlon to the grantor agency permIttIng grantees to

retain program income.

Although HUD program regulatlons and the standard UDAG grant

'agreement require program income ‘received prior to the complet1on

of constructlon on ail grant funded activities to be used prior to

any draw on grant funds, both the program- regulatlons and the

grant agreements give HUD the authority to direct a different use"

of program income.-. This could be achleved through retroact1ve

7grant agreement amendments.

xtraordinarily unlikely that

améﬁaments,fespeCIally since it is

_ We are not aware of aﬁy legal groh1b1tlon to such retroactlve
any of the parties to the grant" woul«aobaect.jiln several previous

mendments to grant agree-

cases, we “have held that retroactive
ménts are permissibile. ‘provided they do not™ affgct the scope or =

‘ purpose of a grant, thereby reguiring the obllgatlon of. additional

funds after the appropflatlon under which the grant was ‘made has
ceased to be available for obligation. (See” 60 Comp. Gen. 540 .

(1981) and 58 Comp. Gen. 676 (1979).) For the case at hand, HUD

does not propose to change the scope or purpose of the UDAG grants.

and no further obligation of approprlated funds is cdntemplated
because the initial grant amount would remain the same.. The pro-

. posed change would conform the agreements- to the._ understanding of

_the parties that program 1ncome would be available for other

communlty and econom1c development act1v1t1es.

PR "a. . . J
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,;pal and interest repayments should, ‘be': used .£to.reduce the UDAG T
funds needed -for a proaect, if they are - recelved before UBAG{or AN

reity act1v1t1es are complete., ‘HUD! sfstandard grant agreement
erlncome.» We observe that pr1nc1pal repayments typ1ca11y are not

'cons1dere&.program income* as,theése funds .are not "earned" py the |-
grantee, Rather, principal repayments merely represent. - the preoq4

‘"E" to OMB Circular A-102 defines pro
;- earned by the grantee from grant supg
to HUB s standard requirements, these

T obilgatlon of appropriated funds.

AGENCY COMMENT'S AND OUR EVALUATION

C1t1es‘h€Ve and w1ll recél eEUBAG ioan repayments, ‘which:

arise .when UDAG funds’granted to. a, .city are loaned to 2 prlvateﬁ

developer. At present, HUD req‘-‘1rement5”Prov1de that loan prin¢i= =~

states that such pr1nc1pal and 1nterest repayments are program

dained return to the community. of the funds wh1ch HUD' has already
granted to the- communlty. :1. f, Lo . ‘ : ‘

Interest repgyments, on the other‘hand, are also class1f1ed‘

come under OMB's definition ofprograin.

income, slnce attachment .

rted act1y1t1es*? Accordlng

1nterest payments shquld ‘be

ram. income as‘“gross 1ncome'”

L

act1v1t1es are complete.; However, these HUD requxrements -are . fre—}p

~quently changed through riders to the standard grant agreement.

" Not all projects, though,; have received r1ders, ‘and there.is no

pollcy on when they should be glven.- BUD has been aware of this

'problem for over a yeéar;,; and senior program officials would like

to correct "it through amendments to ex1stlﬁg granﬂ agreements.

"\,,' ,,,,,

o We belleve that HUD has the author1ty to retroactlveiy amend
grant agreements, if it depldes to do so; provided: that™the- amend—;f
‘ments do not affect the scope or purpose of the grants or requ1re '

'federal grant. ‘The retroactive’ grant agreement amendmeht proposed

"in a draft.memorandum by the HUD ass1stant secretary would not

change the'scope or purpose of the .grants or require an add1t10na1

"We' recommend that the Secretary of HUD develop and 1ssue

,,,,,,,,

;poilcy guidance defining the. c1rcumstances under Wthh cities

~should be able to. usé eariy UDAG repaymentsi

v

In commentlng on.a draft of th1s report, HUD noted that the‘:

. use to ‘which UDAG repayments are to be put varies depending on the

terms of the grant agreement involved, _HUD. further stated that
complete: cons1stency for all UDAG projed¥{s in_ regard to. the use of
repayments ‘is not to be expected nor- nece sar11y des1rable.

v
»
¢

.

_as prégram income by the grant agreem nt. These' repayments would °
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' We are not saytng or 1mp1y1ng that the c1ties' use cf .UDAG -

-,repayments shauld be standardrzed’, our regopt ‘notes that there

.are' no- stagdafd ‘'UDAG loan: amo&nts, terms oL COﬂdItlQnS, and it

‘comments on " the various: ccmm gty and ecowomlc activities that
cities are planning or. underta

ing with tHelr UDAG repayments.

;iOur p01nt is that there should be-a_ clear policy to resolve the:.. . e

existing confus1on -over -whether early UDAG* :Fepayments should be " -
considered c1ty money. -Our recommendatlon has been rephrased th};‘

élarlfy our 1ntent. L R -

’ " -, . ’gt
9 .

HUD stated that ‘some actlons have ‘bee

taken whlch, ‘along

w1th _anticipated amendments to.the program regulatlons,aw111 fur-

" ther’ qiarlfy the. nepayment requlrements.; HUD'stated that pending

e

h}ouéh,ﬁun ﬁleld offlces.

'
‘- . L] P L
. : M Mo
oy 3 . ¥ B
. b N -
, . . . ° .
< B . L
: ]
= -
T - ¢ i
) : Co
! Yo
. e =
o - v 4 Tl s
.. . B . s
: A K e .
e oo e
- ;
- o : .
; . Ivs’r_ - . o
. B - .
_ N N ;
- ; : o
A -
.
+
fee
. f
: ; R A . -
3
.
. . W
¥
-
. 3 .
, — @ o
ST

policy guidance will. be tranSml“ed to UDAG L




. B . P . LS -

- APPENDIX. I &

ol el

YL APPENDIX I, .

- . ——— —

. S ADDITIONAL DETAILS CONCERNING’

v

;u°"OBJECTIVES, SCOPE AND METHODOLOGY . STRI

C o]

s EXPECTATIONS AND RESULTS "‘ "A R

.a'

The unlverse of completed UDAG. progécts is not representa—

TV tive of .the gverall UDAG .universe -for semeral reasons. For.

\

» ?v_ example, completed pro;ects primarily apgroved in, 1978 and - 1979

are freguently less than the overall average UDAG grant. As a

result,’ our flndlngs do not extend further than the prOJects re-
v1ewed* : o ,

Al . .
e 1? We did’ ‘ot determlne whether ol

_We € 'ds were be1ng
substituted for private:sector 'or state or local government

funds., ThIS 1s.becausefthe 1978 and 197§ progects we,revlewed

- reguires. HUB,to«assess whether UDAG funds .are subst1tut1ng ‘for
‘other avaxlable funds.; In other words, the possible,instances Q§
substltut1on of funds in 1978 and. 1979 . pr03ectf would not be. of'

3

had already selected M1chf'. C _
“loan: “repayments' (sSee p. 51), we decided to select com: letedfprgj- :
ect$ within these states or-in cloge™ broximity to them. For New

York, there were 10acompleted progects -of which, we randomlgi v
selected 6 for rev1ew.

"¢ UDAG prOJectsp or: 18 percent*

:ﬂlglble sméll”
UDAG funds, weﬂl,w”

Cos applied for a UBAG or (2) had appl1ed w1thout’success. We -

' limited our: sample to those cities that ‘are. shown to ibe’ most dis- a
,tressed by a UDAG standard referred to as- the- 1mpact10n scores
The Score represents the sum of the weighed standardized scores
"for population grogth, poverty, and pre-1940 housing.”, The" score

ranges from less than 1 {the most distressed) to 100 .(the least:

. distressed). We considered the most distressed to be cities with

a 5core of 25 or_ less. Townshlps (and toWns) meetxng the dxs—‘

UDAG ellglbi ,!degends, ‘among other - th%ngs, ‘on. their perform-
ing funct1ons ccmparable to those associated with" cxtxes. Also,

: we dId not attempt to. assess the attractiveness of the
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.ellg1ble small cieies' . 1nvestment climate.; Distressed small.' -

."levels of public service; that would not . adequately be.

- w1th populat1ons under 2, 500. o o ny

Yééé, HUD liswdng of all approved UDAG progects, identified proj- '
écts ghere a specified amount! of UDAG funds were’ scheduled to e

~and jQux

we developed statistical 1nformat10n on ®mall; c1tyie11ng111ty

‘tionpaire . (see app. I1I).- We were, able to complete 92 of the. a A o

- would not_be useful in characterlz\ng success factors for c1t1es

cities could have d1sadvantage€, duch ‘as poor roads and low

compensated for through ‘UDAG ass1stance.

Based on 1nformat1on prOV1ded by HUD'S 0ff1ce of Management,

and appllcat1on patterns. 'From this 1nformat1on, we determined

er applded for UDAG funds. We randomly selected 106 small ﬁ

: th;t 628 simall cities had impaction scores of .25 or less;-and had
ne

cities to be 1ntcrv1eWed by telephone using a structured ques-';: S

interviews, usually with mayors or . communtty development offi-.

cials. ThlslrespOnse rate enabled us to project our f1nd1ngs to” ,' 73@
88. percent, or 553, of “the 628 most distressed small cities that» S

have never. applxed for ybAG funds: 1In addltlon, we determined

'-that a totail, of 33 small cities With f’pactlon scores of 25 or :

less had apprled without success. :"All of these were 1nterv1ewed S

by telephone dsing. another structured questionnaire (see app.

"LII): We conducted our 1nterv1ews dur1ng December 1982 and

Fanuary 1983... o » , L
Oof the 8; 677 cities w1th populat1on§,under 2 500, only 67

‘received: UDAGs; and of ‘these only- 3 “had 1mpact1on scores . of .25 or

Tess. We did not ‘include a sample of ‘Successful applicants:in - 'Q-%gg
our survey because the. data obtained from such ‘a small number we T

PAXMENT cT UDA& LOANs : : L e . .
""‘4,,,,, - K . ¢ #7 R

To obtain UDAG repayment 1nformat10n, we ‘used,a September 9,_ \,

aid, and :totaled the repayment amountg. accordxng to state

be re

. \.\4 o

gulatively, We selected -New York and, Michigan- for reviéw .

.25 - percent of all spec1g1ed UDAG repayments were. located

in these states. M1chxgan had 32 approved UDAG progects with

ﬂjSEElelC repayment ;amounts; but-at the time of our réview only 13

of the projects: weggﬁact1ve or completed; with repayment provi-— .
fice ‘the file information for one of these S i

gL}able, 12 Michigan pro;ects were’ rev1ewed.,

sions f1nalrzed*

prOJects was una

' New York had 137 prOJects with-a specified amount of UDAG dollars S

to be repaid.. Pive of these projects accounted for ‘about 60 - ,
percent of- spec1f1ed UDAG repayments for all 'New York projects.

,AJThese 5 and 30 randomly Selected projects represented our: 1n1t1al

select1og( Six projects were eliminated from the sample. because'

they wer not completed or act1Ve with repayment prov1si6ns

1UDAG proaect repayments based onrproflts to be generated were.

excluded since repayments -are contingent on a future unknown
prof1t levél. : ‘

) . B o
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V'to other prdjects in-a.statisticall

« -

fxnallzed. in summary, we rev1ewed a total of 12 Mlchlgan and 29

: New York projects to, obtaIn UDAG repayment information.

-

To caicuiate the present value of UDAG repayments,\a dlS—

1at the. vaiue of these pro;ects' re'ayments cannot be extended

was to show an order!of magnitude / ather than prec1se estimates.
We believed this method was prefirable due to the imprecise

--nature of an assumed discount rate as well as the ‘use of incom-

plete data whlch requlred certa1n assumptlons. For instance, we
assumed that repayments would be. in compliance with stated loan
terms.. We,believe that the 'net impact of the. assumptlons will .

-not materially affect the results obtalned if they are considered

as order!of—magnltude est;mates, rather than preche estImates.
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APPENDIX
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A . r. - . . \“
. . “ © Al . \’,'

. v ’“E r; ; H . .
- o T 5. crﬂsmpmmm T
b ' -~ : o ’. ‘,

Lo , - . " Telephons, s\irbiy of UNAG Non-Applicants L
N . IR Card Mumber
e Coedey —- T
C , e o - o . *
. Monicipal phone no. o et .
.o 18t Réferrali - - ,' Community
TN . A =
: : o Title: - ] '
e  Phone: .. D IRR
éﬁ& ii;i;;;iis : D o
Q . - ~ - - v
Title: o
Phone: ' —- . L
3rd Refervalis _- - - " :
CoTitler oo i sl R RN
Telephone/ B
HUD Region :
i
. - l‘ - A ,”; _
, Ly T eoadter i o ]
T ntervigues S
o s PP a ) ] .. . L N
R 7110, my name z S and I'm wtﬁh the
¢ U"s’. Gcnornl Accountiing office in washlngt.on, D.C. we arq &n
agcncy. of Congress. rospon-iblo for ovnl.mting Feacnl programi..
. oY e He re currenuy evaluating a HUD ,program cnll.;& Eho Urban
i ' —"
. "_ . Dev
: i v We'rs gacherigg. 1nformat%: on. why cities luch as yodi‘? ﬁave not
S \ .applied for UDAG funds. '\ ‘o e
A R AT ' N .
¢ Are you ‘the-right petson in youi" city € talk nbout: ti¥rs? My
v aﬁ;;iiaﬁi -hould taki abont 15 minufe-. 18 this & Convénlsht tima?
L S . Ny L . - o Do
L o ) . < . ) R . . -
: -1. ) . -;_'7'77: I'Q
i e i ‘53.6.6; : i

O

ERIC

Aruitoxt provided by Eic:
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Non-Applicant Questionnaire S i "
, L s -y
C 1. I 'd like to bagin By ‘wsk i Qg you .
ha-yeracgnomirc develo f:iuenc_ needs for commarcial, industrial, and
) Youslng projeces. .
- ) ' . :
n ! v .
i .S 5.’»
1’ ‘i , : _
. e . L R - - X
N L . v -
3 ) (1) Commercial = T
- -(2) Industrial .
}? 1 « . . . s .
. ¥ {3) Housing e s - e
- - . . )
. 7 . . \ : 77777777777777 , '’ :
- 2. I M going ta réad 'you a list of govarnment programs, and . K
) _ , wouId like you to tell me if your community has received v E
i ] funding from any of. tham during the laet three years.. \ ;
_'f, : . :.. 3. o . i . . . S
o O I 4 . -1 s
; - - : e - x 2 |3 )
4 - : - .
" ')—. )
e (1) Dept,,, o£ Commerca a Economic
Ay ¥ 7 y s -
programs ¢ - — — -
o L L. _ e
(2 usm' _Fagmer’ ] Home Adminia- )

‘ " B
O

ERIC

Aruitoxt provided by Eic:

fraiién program T

~ o a

. . 7
(6) State program- (P'leaaq Tt L "
lpoeify S I L. ';_ .
- e ' : : ¢ [N
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W o o o ! ,
‘ - B To whaf extent are you aware of ‘the UDAG progrnm? :
; . L
(1) _ To a great extent. )
; S ’ : ) . . ;
i et . (2) ‘To a modorate oxt-nt i - o
. 2 : N i . : - , L
X {3) _3jTo ittle of ho iieaﬁ'c‘g
. ; L (1£.3, thank respondent ana Pramr— int-rvtaw)
SN <o s
- - A
. o .
P, N ;
' : (2) UDAG pamphlets and brochures
. .""': . ‘\

e
-
[P RN
v ey 6
B
v 4
v .o
-
S

ERIC

Aruitoxt provided by Eic:

). UDAG application instrictions/regulations
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T
© e Bi';ea-,-fon.‘ with iae;i' aiéiéiiii." S o
N s g - o . A T i

|
47,
-~

). Other- (Please specify) _ — — —— '~ "o

Did you or anyone else repre-enti g yOur community have any [ '?L K
S et
(ij.—— g
. (Zi -~ B
(3)." ; -

a®
.
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'1fres‘Iocg%ediun“krizona—~éai1fornia~¥Ngﬁ

A

i+ The Desearch. cenfer.and the partiéiﬁéﬁ”

R spe01f1c ‘minority- bﬁsxnessiygntures .whi

TP UDAG. or Community Deyg}qpment Block Grqpt Programhas partlal"

S funding. sdurces; - Since all of elédtﬁd gizles are:cla é
. as "metropolltau‘"Tghxs effort - ll have no:difect effdct “on\

o small city UpRG: parficjipat BT St .

L - Y P ;p fg YR PR - R Y-

e : HUD's fourth technical a351stance ‘ffort deals,,i éEE, )

,began *n July 1980, has encompacsed four principal, ‘tasks: (1) to
_UDAG appllcatlon qFallng with pro- ‘_ T

so that cities could: provide more

mparable 1nformat10n, (2).to deveiop

'?“; specifically with small cities.’ The»cgntract with H&ITEYONLtd.,”

2reic o revise the sections of the

3ected _9obs and ‘tax benef}

-vrealxstxc, spec1f1c1§an bt

.. +* and 'implementja strategyygto.increase small city pagt;g;patten in

S8 ‘the .UDAG ;program; (3). Lo prov1de assistance to, selécted eligible. ;

‘ ,wmetropolitah and gmall’c taes that do not ggygfthg technical - .=
;4 - capacxty to plan, pacﬁagé,'

ubmatfa chpenxtxve UDAG . appllca—

.Wxth,rggard,to;

fund1nq pnt hé,éLhéd,
' gﬁAG office on the

. uﬁmall cagies,
R oblemwpf smal

,,,,,, L
5
ik S
e ‘ Ty %
contract w1th McM%nls 4; }'«;
i;i;iin -gand ‘tgcéhnical a551stance 0N
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¢ " McManis Agsociates$ w;ll
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Cltleﬁ“WIJlgbi.l vited to 7%

LOJT . = \.1h) gional pstII prov i
‘Hechnig#: T ;gylng potential 8eve}ophent proj= .

: 3o UQ&p P 11c1es and pp§8},,

.. McManis assgriates; will also prowide-"16cal L shops L
-, with, ébbﬁﬁ 7 ! t1glg§tggfln the workshops ;; s
- - i gving potent:aliy furidagle . o
. ¢ . project 1€Se Wor be-peld in eachipiuthe SElee:*d
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I ua&eeAeeLICATION EXCEPT ON. TAX INFORMATION '? i

< )
: - ”"éé - Usihg the foiiowing hIst:rructima vﬁrk with your jsdiction 8 :l‘ax
t (or Einance and Revenue) Office to camplete UDAG 5. You will

°$b réfer. to_Ene. canpleted UDAG FORM 4 anddinformation on tax abg;:enmﬁ >3 t,
tghah ate.,f&tage by use and projected Halss in the. projeﬁt. ]

ré\imggsfgbgt the apglic urisdiction ‘will realize from the propd"ﬁed

ULAG pro;ect. Aprlicants y elect to use ‘alternate methczls for estimat— p

ing. changes. in real propergu,tax revenues or other tax revenves, provided
that the e imating method and calculations-a f,shown and explained. '

Secuon 1 of the form—Real Property. Taxes--—determmg the taxes that will

" be. paid on the project.when.it is campleted.- 1f the UDAG project oni;sg

involves _cepital equipment aceuisitiom enter “N/A"Jin Items la, b, ¢, d;" .
. “‘and.frand "0 in item le. Ot}Erwise, canplete theé tems,énd enter "N/AY- .-
:; ) ) . i.n lgo s - ’ .

ltenLla is the merket value of the project uport. canglefron, estmated by

\@ standard tax appraisal procedqre. For multiphase projects, show the

_&stimated value of the project upon cangietion f the final phase. State
e estimate in current dollars. -One reaponabler estimate of market value_

—— = = oA

S ] i .be. sum of Jand value axﬂ egt_‘.,;,ed construction Costes - i T T

o T S SRR
_ =t %tﬁ___ is ‘the fractronal _tax as'sessnent rate. This rate cen% obtained R,
_ AN from: ‘the tax assessor s office. ..~ . _ - v
S W &Eem 1c is the product of Itans la and lb. I i Lo R

s ' &
UDAG: pro Incl»udé only tbat 4
_t wﬂi accrue to ‘the local’ Jurisdictmn arii A

o Item'1ld is tm nommal tax rate ‘for - tl'E IDAG pro;ect 0585

of the rate er taxes t
ool boardy-’ Excludéh,
'dietnets or other

b 'L?!! nmina,i,,a!:.axL 0

3 rate that will accrue.to
f go nt. The tax assessor can su :
He-a mulg:iple use project, sgme I ur1sdic- '

or asséssment rates for diffegent uses. . | .
1t ] Items 1a through .le should be Ca
A ach group of u&sathatﬁ:is at a different rate. . il/JJ .

: i\L Item lf is the average ,t:ax abatemmt that. wﬁvﬁ’

.. 4 = over-the next 20 years.' If-no tax. abatemen Wi
8 . otherwise sum the : -G; on

- prescribes for each of the/first: 20 yearls afteg P i: cmme:geméxt”“ .7

'be ”eceived by tl'se project,

) ’ + Divide the 1. 20; apd/enter the {emithg quoti¥nt. Incl’lxi;e' ‘the ‘tax

s . o ’abateme:mt schex i apel i tio narrative, ;— ',,';

% , 'K ) gn—fﬁe pp ca 7 ,at; T § g
Ve . 19 Explain method of c tion' and duratiori of payment for P
e @# if Tess than 26" years. ,-? D R ;
NN Ttem 1h is ‘the,.am unt of‘}sroject-re

N . ‘dietrict tax rés@nde that ig. Exﬁécé‘to b enet;ted in the fi

Sy ;. year sfter projéct campletion. Oount oq}y“rweﬁue that the 7:
% -+ Jjurisdiction will receive. : _ ) ‘
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. 1

Ftem 1i is the, - ofrceal prpperty tax that the UDAG projegt parcels

t generate as, present&y developed“’ Jf the parcelsﬁggrirently generate no ;

. ‘tax'revenues, e.g. because they: are held by a gcvernment. OF. non-profit ’
organization, eriter (0). .

riter (0). . ‘The amount of the current.tax big for each ; ]
[

o 3‘ prpjec‘t parcel can be sEtained from the tax assessor. , A

j“?; ; ; i
- tem 13 is the tot':al of Item" le -lf + 1gt‘-+ 111;- 13;.‘ : i :

A VSectJ.on 2 of the torntr-Oth L, Taxes—det nn’inesfthejlikelg changes in other
‘tax revenues that will resf tjrgnﬁtkg*gnﬂG project.. dnciude only taxes
levied by the applicant j

. " ‘levied by the applicant ju isdiction and. taxes retur-fle&f;to the applicant
* * jurisdication, (e.g.; by the state) by a le jally { < If the
: riually.on the amount of pcune"or‘» ai,es_}ax

state législature decides
t0 return to the applicant “4urisdiction; . rather” than using a
flxed percentaqe, do not count these stax revenués Exclude= a
] taxes. - L o :

B

Y « taxes in sales tax.: If no sales tax 18 levied by or” R
returned by formula the_ apphcang 3urisdxgt1on, enter :"N/A" in Jtem .
Zc. .1f‘zn alternate calculation method 'is- used; dq not ‘include sales.‘

. taxchanges to new/increased expenditures by emplgybef eg and businegses.:

_or froni sources other than businesses movmg to or eftom g’r retamed gm\

- the: BBAGpro;ec, 51te..- ;
o Ltémia’rs the ’es fax, generated by new businesses- locateq ,,,: 7
: , pro:ect., Exciude?xbusmesses movmg to the mte«.frcm anothpxé sn;e wrthin-,j A

the apphcant 3ur1sd1ct10n, e o= i

igh 26 seek the sales tax- impacts' ‘of the' pro;ect et clud,e -

.— s .7_

f;,_;, g Lten:LZb is the cmnge in sales tax ge:f ;’tea by busmesses | 7 L e
: from ‘from the progect site. Be sure :to pre e the entry with q:!’-t“ sign if T E
¢ o ;——'— sa]_es ‘tax will increase or a "= " sigrf 1 it will gbcrease. . busis * R
' N ness*will relocate within tlfge appllcant jurisdi twnébut off t[xg Ercject P
I s & gite and will not suffer a 14955 in. salesfdgew ‘its” mave, do not considet 7 : i. .:;;Fi".
B Do éx;s business when- cgnputmgfsa;es tax changes. 8 y, do mot corisidet v % 1% \‘
: any 'bgsW iess moving tg the : roject site from elsew ‘the applicant - - ET R
3 ction and mt per nc;.ng an irncrease in sales ‘tax r Bnues. Yo . i
3 'r & }'\ .. ' - !L . a- J 'Oj; "."‘
1 2C" is n.b@smn of Iterns Za 20 s ] L wT T P S
‘ . T s

.

‘2 .ts the gus'mess mécme tax i tﬁgg g_m UDP&G pro:ject. Ifind'
5 ess ‘intame tax is levied by Oruretu ned by’ formula to t‘hera g

_cant jurisdiction, enter "N/A" inftem sure.to show:the mptho
and ca;cuiatréns used to—¢stimate -incam taxes. ~Include i

¥ of new businesses; plgs the indrease mfincrme taxes of business movmg
- to or ekpending at the ‘sifle, less the 1oss in; ,J;ncome :taxes for busiesses

'gyrretjgy on the’'site thatjlﬂi d1sco 7@: reI" ate odts;de ’the
-jdapphcant Jurrscuctxon._‘ B N A SO S




APPENDIX VII . °
S e
Ty L o,

S of o { aepenpIx wIT? S,
A o . e i, ; ~ r e ‘

- . LA L =
[y I Lot L 4.
3 - . ‘. ) . Ta . Y

Item 2e is. the avérage nek t;hange in personai property taxes:Jthat the R
aprlicant Jurisd;ctxon will:realize in:the first 20 years of-the- proj~'.' :
ect's’life. 'Include personal-.property taxes on new businesses at thé : R A
site,“ana on. busmesses Aocating at the site from gggi@ef;bgfggp};gggg; o
i " Jjurisdiction;:and g'(:f)ev rease in takes for Businesses expanding cyrrently
e .on the site. ~‘Pex:sonaf,—‘ pr‘operty ta 'is reduced eech year as the property
T Hig depreciatedt ¢ The tax onjﬁ ] X ope :

‘,. Irs

<l

-2

el
o

that stapts with. putcm‘ser ont) .
.)-,‘;-' :}éﬂ@bsolescence.“mtf" repiacenent. «Ideaiiy; '
r ual personal: froperty tax across the prageiy
fefpe of -propertd /-then syn Ecros€ the Sifferd ' ¥pes. (This ; _
¥$burdensome; tharefore;many local: revenue. depa ‘tmente and tax : LT
! ssn t offices yse Tulles of thix ’
 tax receipts trom a.project. ‘E

g‘rgbouil:d cdnputei <

v
o

4
'
0

ase show and ex lain your egtimatmg methods

:“,-‘&aviéaﬁﬁhtéiions#’ 'St’ate est:mra;;e’s in current dol ers, 1gnor1ng mflqtibn : L }
cn o 1ltem 2f Lsf" the' net change _in ‘hotel: inventgry, busmess f}g@ghlse and fercan- . ;. i -

X ‘ 'é " pis-bliilt.  Use currént tax: rates in making this ﬁ’s’t‘mate. Include taxes on. ' ..
©Lnewly; created. busmesses ang. bpsmesses moving into the applicant 3unsd1ctxon,

e =T AR TR

.tile taxes that ‘the a}_:pizcméjﬁi%réﬁi&ﬁ&n will realize once the UDAG project’ - #-

&1/ plusiincrease in, taxes dpe to' husiness expansion, less taxes lost due to the -

T dxscon&mance Ué te fmm the Jurxsdxctiorc of busmesses cur:rerrtiy

B f.; S logated on~% AG pro;ect exte.,_,,. -;;,a T F oy : v
. &item 29 is ti;g;*iace to/show any. oﬁh%r type gg tax revenues that_ the UDAG
R - Pproj 1 gehera ’;tor -the. apphc@'nt jurisdiction: Show the natuwre.and . -~ -
Y .« amount/of each tax. ¢Exclude’ fees for’ service such' as llcense or permlt e ) -

g ?fees fhat ciover the C\SStS cf mspection. , T wr
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a natratwe descnptlon of ‘the. )asic assumption.. anc‘ techmques used in

"'“" aedcuiotmg these f1qur'~s., 1f “an 1tem is rot apphchbie ﬁo t_ha propoeed proaect

msett "N/P" Fetet to the ptecedmg Inst:uctlon Sheegs it turther guidance ﬁs

| -neededs o -
\» ) “
W S
Section 1 Real Ptopeﬂey#axes .t
Estimated
mar-ket- v

"_}E‘ractiénal tax assacsment rate

- -‘Assessed value of p:o:ect @n canpietmn “
. (e xb)y : <% ,,’ ' N

3 -2

e 4.  Naminal tax “rate.of the local junschctlon

_ and 1ts .chool pgggd for the UDAG project:.
; I :txowof.*tax :aie’ allocahﬁ

Tf taxuaba pmenigs
average Ann gl smoulTt
ac._::ordfng Q™

Sche uie cOunt fo:
f B ‘, ,

e*fof cxr‘c\unstances in the " ;.
3 ro:]ect : B ‘
% \!. P

FPEmproveent on_an est'w

theyas i:l'mse of the
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R - T o .
Yoo .f""’ . X ‘ oo ‘*; . :
1 i ” . [
. S Expected revenuesfgrgnfggeg;gl assesgggm:s ;,'f, T
TN and special  tax dist;ricts that will resui;: . '
‘ from this gro:ect o _
"+ i: 7Tax biil in current year for pro;)ect parqel(s) 3
S : ac presently deve,loped SR . .
. - ;_ . . o, x
j: TOTAL: Change: in prOperty tax revenues " S e S R
o ,"p pa1d ‘to- local govermentu(e - t + g+ h - i) .-'"__
. Sectxonx ether Taxes-' Changes in ,other tax- revenues levied by or returneqﬂby fogpg;g
~ to apphcant 3urisa1ct1on as ‘a result of this UDAG project. Exclude all Federai taxes
. : é; .Sales tax generated by "new éasiheséjes ' »( R § s '. : :
~ ané-Jevied:by or returned by formula Be s C e
to apphcant jurisdiction ', S AR St e L
b. Char;ggﬁlin sales tax generated by v‘ (R L8 T
., businesses moving to or from UDAG - .. _ - L.
e project site or expanding at‘'the - . . v R o
- .;1te“md1cate nyn or "t LG ‘ ) . SR o _
c " Net _changes in sales tax 1ev1ee S T T i .

‘by or returned by formula to .. f
apphcam: jurisdiction (a+5) ‘

T i, Net change’ dueto, UDAG project g

o i!  business incame taxegfley;ed by or; - & o
sy -, returned by formula $o apphcant Sy
VLA »-_Jur1sd1ct10n ) i ) L e o
. . ] L 7‘77 ‘r v, . cooe :‘ . .
"¢ " e: BAverage net change in personal S
B property taxes tover a 20° year norgt

1 % period) leviedsby or returned by ',

- . formula to applicant Juri§d1cuon y N,
T ey o
. b fi:Net change in hotel inverjtory, . -

‘ .- .- _business franchise and mercgm::le ’

“taxes levied by or returned by . cal L i
- formula to apphcant jurIf-EéIctIon. e
' a Sl e W:(;ﬁ
o~ ~ - C ;
o i -
“ .
Ca ¢
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‘;€iiérTgé iﬁ {;Eﬁéi taxes, exclodi ing
ﬁs for serv1ce (e.g permlt fees)

Natnre of Tax

: ; AT S
h. 1Total other taxes (2c + 2d + 2e + 287+ 2g) LI N I

R, Sect1on 3 TOTAL;  Net changefln tax revenues of apphcant: Jurxsd1ct10n due to UDHG

:1-‘

.
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bl

EAPPRAr u.s. DEPART‘MENT OF HOUSING AND URBAN DEVELOPME&T

3 W ‘ WASHINGTON; D.C. 20410 :
. ‘\.,,D“pv’f ' .

OFFICE OF THE USISTANT SiCRETAﬂV FOR - -
mmmmm :

W “'d,.\'

OCT 2571993 7

Mr. J. Dexter Peach 5.7

Director, Resources, Cormunlty o
. and Feonomic Development Division . : - L
M General Accounting Office - o o B .
K 441 G St. N.W. Room 4915 - : :

Washington, D: C. 20548 _ R
l3ear Mr: Peach: B

We have rev:.ewed the draft report prepared by your Off:.ce enrititled "Fn:st_:l

Gonpieted UMAG: Projects Meet Most Expectatlons, But Recordkeepmq and Small

Cities' Participation Are Prohlems" and transmitted to Secretary 7Plergefgg
Septenber 8, 1983, Our comments am suqqestxons regarding that report are

included in the éttached materlals. - < |

CIf vou have anv quesgxons or need anv addltlonal 1nformat10n, please '
contact me. ;

- . R

. Sincerely, =
” | ; Ghei 4
/. Stephen J¥ Boll nger -
| Assistant Secretary )
FEriclosure . ;
| ; “
) R
b
s b / |
; ' 3
=~
e ‘

O

ERIC
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Our response to’the GAD report entitled "First Completed UDAG
Projects Meet Most Expectations; But Recordkeeping ‘and Small =
Cities' Participation Are Problems." - includes two sections.  In

 the first section we have respondéd to each of GAO's recommenda-

tions.on three program issues: _the need for more accurate infor-

mation on. the outcome of completed UDAG ptojects; the need for
assistance to small cities; and the need for a clear policy to

determine the status of UDAG repayments. Our purpose in this

section is to indicate actions to be taken to respond to the con-
cerns raised by GAO.. ‘ . :

.

In the second section, we have commented on certain portions of the

text of the report to provide additional information which will en=

hance understanding of the program by clarifying certain points.
.[See GAO note below.] _

HUD RESPONSE. TO GAO RECOMMENDATIONS

Information Svsten

GAO _Recommendation . ' o .

‘We recommend that.the Secretary require HUD's UDAG.

information system to, (1) record each PDAG project's

: . expected goals according to the drant agreement or

" "~ its amendments.and (2) use additional], available _
information provided bv grantees on goals realized up.

to the time HUD considers a project complete.

D R | : LA
L \777 777_:77-7:777 . - 77””;77-7 . 7 -‘. 7/ . o o - o
‘The collection and reporting of accurate information on the qoals

-~ and performance of funded UDAG projects: has been a concern of HWD's
since the inception of the program. We are constantly refining and

Ww«;ﬁéaifyiﬁdmdﬁtwihfbrﬁétibhw5?5témgwtb;assurewihgtWQUI“PEQjégﬁwdéié
is complete and timelv. _ o

-

. We have, in fact, already taken several steps to implement the
first: part’ of GAO's recommendation. Within the last two vears we
began placing certain basic information oh a project's expected

goals on the cover sheet of Grant Adreements and amendments.
[GAO note: The second section of HUD's comments were of a minor ,
’ technical or wditorial nature. Consequently,.they

were not reproduced in this report, but the comments
were recognized where appropriate.]
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Theék fiqures are; entered xntg the,computer and can bhe retrxevgd”to

. use in COmparlnq a proiject's fxnaﬁ per?ormance against its stated

goals. Consideration was given to qoing back into the.data base

L forapfo1ects fundgdigyggr to tha”;mp;ementatxon of thxs new B

- those nro1ects as well: Thxs'was determlned not to be cost .
\ effective especially in 11qht of the proposed . severe cuts in. UDAG's
~ *ADP budgets for fiscal vears 1q84 and 198S5.

. v

We are also usinag this data as a manaqement tooi. "In.the summer of"

1982 'we made changes to the Ouarterly Monitfran Report (OMR),;

document which provides an analysis to HUD staff .in Central and

field offices of the data provided by arantees on their Quarterly

T ‘PEBGEéss Reports(OPR). The QMR now xncludes each project's qoals,

“ tool to auicklv assess the progress o each pro1ect and to take
appropriate actions where projects are not proare551nq as they

should. -,_ g o . .

In Aprll 1983 we 1mp1emented a number of chanqes 1n the appllcatlon
. rev1ew procéss.

In the second part of its- recommendatlon on 1nformat10n svstems,

GRO urges that HUD "use addltlonal avaxﬂabie information provxded

hv qrantees -on qoals realized up to .the time HBD consxders a

pr01ect complpte.

We ‘are now in the process of expandxna th automated 1nformat10n
svstem to support the proqram's closeout and completion

activities: _This new_system will re-inforce and. integrate. the
exlstlnq tools to collect final project data such as the final QPR.

R VNN
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‘ \1 ?';', Small(‘1tieq

T

In Chapter 3 (‘ent1t’:ted "Manv Small €1t1es M?xv Need ,H'elp to %cwe A Umc

Award"),; GAO rnakes four recommendations’ 1ntenc1er1 to: 1mpreve the rate of

__._A,Tﬁe._\;.;_'«..
rd
4
v
(98]

participation of small cities in the UMAG pmqram. The recrmmendations and
HUD's rec;ponses Follow. .- . , v

R0 Recorﬁnenc‘iatmn' #1 c _ S Sy | i

~

- Estabhsh a central outreach plan that out11nes small city. 7
part1c1pation goals and ob'lect-lves, and_establishes criteria J
for selectina small cities for techn1ca1 ass1stance. . ' :

‘. v t
HIin_Respang Cos ' ‘ |

+ ,‘ _ ‘

HUD is taking a'number of Stegs -to further its futreach and téchnical assis-
‘tance efforts for smalil cities; agejfvgefbeheve that they have alreadv bequn to:
produce results. €1nce GAO coHected and analyzed the data for this report,
HUD has: K s K
~ sent flyers spec1f1ca11v t;ameted to small c1t1es to a11 such cities how
eligible for the program; . - [N -
: . . . o oy
- mplemented a new appl 1catibh form;
» ' R
~ continued with several ex1st1nq techn1ca1 assistance contracts and
signed additional ones; ) ‘

'—:estabhshed a recuonal 'c'O’O'rﬁmator in the f1eld structure w1th responst—

h111t1es for outreach and technical’ assmtance- and

- comleted add:ttmnai tra1n1no for f1e1r‘i staff*

W}T1le the text of the GAO report rrakes T™ention of these things it does not

analyze the mpact of HUN's action on the issues which concern the GRO. We

believe that the impact has heen significant as illustrated by the recent

chandges -in the funding situation reqarding small. cities: We therefore do not

vbe11eve that a plan, per se, is calleqd for at this time. '=~
- . ‘ .
HUD anncunced the Apr11 small c1t1es funqu round oontam:mq 76 proijects with

$58.5 million of Action Grant funds. ~In July, HUD announced 84 proiects totai-

ling $57.5 million: The Julv round mcluded the" largest number of _projects

" ever announced for smaﬂ cities and ore of the h1qhest Sdollar awards of any

small city fundina round. For the first time in the h1storv of the proaram we

have announced funding of more than the 25% mandated set—as1de for small cities

of 241 projects with $170.3 mﬁhon was announced, B
'

t

in the first three funding rounds of this fiscal year. . Trmq FY 1983:,\ a total

X i

.
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Héaﬁquarters w111 also retain the followma natlonai contracts. S

e i(l) NatxonaLDevelopment Counc11 (ND(‘) adm1n1sters for the Department the T
Small Rusiness Economic Revitalization (GRR) proagram. A significant element 'of:

e — O ;57gw.the_tralnmq_oiﬂocateccnomtcﬁevelonnent professmnalsfm%———'—
‘'states'to enable thé local offlcl\als ‘to’identifv and “packade -UNAG projects; s
especidlly small citv prodects. Over the next two vears, the number ot' qtates cut

e partxcmatlnc will doub]e.

3 H . . e
“ . oo .-
P

to use the eéxpertise of a multi-disciplined team to assist d1stre7ssetjic}t71ies - J
plan and packade fundahle UDA(‘ propfects, and. 3 o) work w1thr cities which have - . < o

| (2) Aalcyon is the. UDA(' master contractor. , 'T‘he ob‘vectwe of the contragtls

trouble implementing a prodect after they receive. preliminarvy approval of a

| “dqrant. Since manv rore small cities have a- difficult time in a31 phases of the

1= N
UDAG program than 1arqe cities, ‘a .larqge percentaae of Halcvon s time is snent

. on asslstlnq these small 01t1es. Sy S oo - 7.

L4 N . . . P

e

- (3) NagmaLAsswatMﬁate T’eveiopnent Aqenc1es
(NASDA) The purpose of this contract is to assist five states to 1n'prove the1r
abilitv to help local governments use. CDEG and_UMAG funds for economic . ) ¥

, 'development ; in wavs that compliment| the use of other state resources and
T maximize the ]everaae of pr1vate dol Lars .in a nrowect.

(4) McManus Associates_ was hired bv the nepartﬁént speclflcallv to fam111arlze -
small cities with the WDAG prodram. They will hold eleven 2 day gcngerences o
Across .the countrv. On the-first day, the reqional training werkshops will S

address technlques for 1dent-1fv1nc, promoting and nackamnq viable commerciail, .

industrial, and residential development prodects (including market‘asSessment;, |

lncational evaluation, financing concermns, partlclpant 1ﬁent1ficat16n) and -the .

IDAG role in converting marginal projects into ‘viable undertakings (UMAG

‘ part1c1pat1on redu1rements and their rationale). The second day will be -

devoted to 1n61yngaligonsu1tat10ns with represehtatives from communities wh1ch
“have potenfial projects under consideration. " Attendance will be limited to one

- oy two persons from each of about sixty to seventy’ commnltles._ State: R
.community development off1c1als and HUD Area Office economic. development oo X
“specialists will be_ invited to attend. | In_some cases county and/or reaional
piannlna agencv officials who supoort small comuinities in their areas may be

aporooriate attenﬂees.. Follow up on site ass1stance can he given on request by

smali cities. : L . " _ \ ) . !

» !

) 'T‘hese nat—1ona1 contracts q1ve HUD the fl\ex1h111tv to assmt small cities on an
as needed has1s. v ; : \ v o

) '::"7':" E' o T i’*l - E 2’ "/

/.

Fetablish a 1isf of the rost economicallv distressed small .
cities that-have never applied for a UMAG or have applied.

g without success in order to 1dent'1fv them for possible

1nformat;on and; if app‘ﬁrlate,_technlcal assistance.

oo =
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" BUD Response o - . .

This 1s not a proper role far HUD; ’I‘he UDAG program is by iaw a' 'national.
competition. We cannot favor one city ovet another. It is a local decision

whether t9 amply for UMAG assistance. ; It is the obligation of this Office to .
-promote the program and provide program information. As the data indicates, !

. the largest number. of small cities is under . 2+500-in-population;—including-manv——

a1

-

- severely distressed cities. It is. ‘llkelv that development opportiunities may

not be available in thése c1tles. W cannot and should not try to create

: develomient opportunities where thpv do not exist. - We only have a 11m1ter1

staff and limited technical resources available to assist cities with all
phases of the UDAG process: We have made the dec151on to concentrate our scant .

resources on viable UDAG deals: As noted in the ﬁescrlptlon of the NDC

contract we have also‘-'lenphasmed the State's role in. assmtmq small cities:

. Beyond the assistance HUD can provide, every small city ‘can use up to 3% of 1ts‘

grant towarr'l hiring experts to heip them.pYan and packaqe UDAG deals.

' GAD Recommendation #3 - o : v A;

— o - .
rs.vel'dp a comprehensive set of UDAG infbfﬁiatidﬁ\bﬁti:eaéh

", and the private sector. *

HUD Response

There arz= alreadv a nun'ber of mfomatlonal matemals that promote the procn:am
‘to the private sector: We agree with GAO that additional materials are needed

for small cities and we are taking several steps to meet that reed.” We are in

‘the final stades of pi]bhshmq a handhook for small cities: It will provide

the cities with 1nformat10n in non=technical lanquaae and has two major ' o

o Ob']eCtIVES' {1) to acquaint small cities ‘with the develorment process and (2)

to tell them what the UDAG program is and how to apply for a qrant. We are
also in the initial stages of developina comprehensive case studie%. These

. . case studles w111 help c1t1es of every size better understand the UDAG program.

GAO Recommendation #4 - R | 3

, : -
nevelop and test a streamlmed appllcatlon fo'rih' for use - - . s . i
by small c1t1es. , D : . . R

»

UDAG. has implemented. 1eatsiat1ve ‘and admmlstratwe\sro\csgdggeg, tg streamline
the entire UDAG application/award process:. These actions have met with

widespread local approval. These simptification? ncitided eliminating A-95 KR
State and areawide ereviews, modifving citizen participation requirements;
rermoving requirements for submitting a separate community develppment plan and
substituting certifications for full documentation of compliance with historic
preservation requlrerrents. Addltlonally, a new shorter application form is
beinag used which contains examples, definitions and clearer 1nstruct10ns, wh11e

requesting that the appllcatmn\ﬁé a joint product of the private sector as

’

N weil as the c1tv.‘



e L}

'

Iocal gcobomig development off1c1als have welcomed these chariqes, seeing - them

i their development efforts; ‘and c1t1nq savings in time-and

paperwork. DNevelopmént officials estimate that _the. chandes mav save a month's .

©time 1n‘-qett1nq an appllcatlon to HUN. local officials point out that the,

careful _negotiations with prlvate developers and the close involvement of HUﬁ

pmqram“stafhn—revmwmq—deais improves—the- qualltv—of the- appl‘lcat'lon.

do not helieve that further streamlining of the process is needed or aﬂdressé‘s;f(
the. problem that faces small cities in the UDAG program. What is called for in

the new application form is the minimum amount of 1nformat10n needed by HUD to

make informed funqu ﬁec151onsd . . i

- »

”

UWXG Repavments

.},f . o . )

' Chanter 4(ent1tled "Clear Pollcv Needed. to Petermine ¥hen UPAG Renaymem:s

Relong to Cities") includes reconmendatlons aimed at éiéfiﬁii—fd AUD's bio’li'c’iés

reqarding. UTAG repavméents. .

Ne ol Reconmenﬂatlons ' . : ' : ' \ s

"We reconmend that the Secretarv of Fbusmq and Urhan Development.

7~ ‘ .
T - cjeyeion and issue pollcv qu1dance, as expedltlouslv as :

. , possible; on whén UDAG repavments should he considered

- c~1tv money, - and

- estahl 1sh consistent

AUD Response S |

As proj[ects are now reachlnq the closeout staqe, requn.‘e nts for the treatment

of UDAG loan repavments as prodgram 1ncone, and the use

as program 1ncome which the repayments
are to be put, vary ﬂepenqu on the terms of the grant agreement involved.

Those varlatmns are in oart due to the flexibility of the UDAG program in

neqotlatlnq aqgreements on a case—bv-c*aee basis, depending on the nature and

-.financina arrangements of the particular-proiect, and to an /amen@ment to the
requlations adding the present program income provision in liaht of lecuslatlve

éﬁéﬁdTnénts to the program in 1981. Complete con51stency for all UT)AG projects
‘in reqard to the use of repayments is not therafore to be expected r)cr
necessarily desirable. . To the\ extent apparent inequities are presented, HUD

has in fact amended some outstanding agreements retroactively-.on tHe advice of

OGC that_ this is Derm1551bl within certain limitations: Pro ct1ve1v, grant

adreements have had standard provisions added for the past year, to promote

further uniformity. In adAdition; anticipated amendments to the” proqram Lo e

requlatmns will further clarva the requirements. Pendinq their issuance,

poli 1cv qu1dance on closeout P lems of existing cases ih this reqgard w1ll bhe

transmitted to UPAG recmlents t ugh HUD field offices.. -

(384808)
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